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The Senate met at 9:30 a.m. and was 
called to order by the President pro 
tempore [Mr. THURMOND]. 

PRAYER 
The Chaplain, Dr. Lloyd John 

Ogilvie, offered the following prayer: 
Dear God, our motto for this day is 

the resolution of the psalmist: "I de
light to do Your will, 0 my God."
Psalm 40:8. Lift us above the mandate 
of duty to the motivation of delight. 
May a fresh inflow of Your love fill us 
with the sheer delight of being alive 
and having the privilege of serving 
You. Give us a positive attitude toward 
our work, a profound gratitude for the 
opportunity to glorify You in our pur
suit of excellence, and a renewed sense 
of the importance of the page of his
tory You will help us write in our ef
forts together today. 

Bless the Senators with a renewed 
experience of Your presence and Your 
power. Saturate their minds with Your 
wisdom, flood their hearts with enthu
siasm for the crucial work of political 
process, and strengthen their wills 
with high resolve to put first Your will 
and what's best for our Nation. 

May this be a delightful day because 
we took delight in You and enjoyed the 
uplifting encouragement of Your in
spiring· spirit. Through our Lord and 
Saviour. Amen. 

RECOGNITION OF THE ACTING 
MAJORITY LEADER 

The PRESIDENT pro tempore. The 
able acting majority leader, Senator 
DOMENIC! of New Mexico, is recognized. 

SCHEDULE 
Mr. DOMENIC!. For the information 

of all Senators, this morning the Sen
ate will resume consideration of S. 947, 
the budget reconciliation bill. At 9:45 
a.m, the Senate will proceed to a roll
call vote on or in relation to Senator 
GREGG'S amendment No. 426. Whereas 
there are several other pending amend
ments that need to be disposed of, Sen
ators can expect rollcall votes through
out Tuesday's session of the Senate. 

MEASURE PLACED ON THE 
CALENDAR-S. 950 

Mr. DOMENIC!. Mr. President, I un
derstand there is a bill at the desk that 
is due for its second reading. 

The PRESIDING OFFICER (Mr. 
BROWNBACK). The clerk will report. 

The assistant legislative clerk read 
as follows: 

A bill (S. 950) to provide for equal protec
tion of the law and to prohibit discrimina
tion and preferential treatment on the basis 
of race, color, national origin, or sex in Fed
eral actions, and for other purposes. 

Mr. DOMENIC!. Mr. President, I ob
ject to further action at this time. 

The PRESIDING OFFICER. The bill 
will be placed on the calendar. 

BALANCED BUDGET ACT OF 1997 
The PRESIDING OFFICER. The Sen

ate will now resume consideration of S. 
947, which the clerk will report. 

The assistant legislative clerk read 
as follows: 

A bill (S. 947) to provide for reconciliation 
pursuant to section 104(a) of the concurrent 
resolution on the budget for fiscal year 1998. 

The Senate resumed consideration of 
the bill. 

Pending: 
Gregg modified amendment No. 426, to pro

vide for terms and conditions of imposing 
Medicare premiums. 

Harkin amendment No. 428, to reduce 
health care fraud, waste, and abuse. 

Kennedy/Wellstone amendment No. 429, to 
strike the provision relating to the imposi
tion of a copaymen t for part B home heal th 
services. 

Motion to waive a point of order that sec
tion 5611 of the bill violates section 
313(b)(l)(A) of the Congressional Budget Act 
of 1974. 

AMENDMENT NO. 426 

The PRESIDING OFFICER. There 
will now be 15 minutes of de bate prior 
to a vote on or in relation to the Gregg 
amendment No. 426. 

Mr. DOMENIC!. Parliamentary in
quiry. Is it not time for the proponent 
and opponents to share some time 
equally in reference to the Gregg 
amendment? 

The PRESIDING OFFICER. That is 
correct. There are now 15 minutes 
equally divided on the Gregg amend
ment No. 426. 

Mr. DOMENIC!. I yield the floor to 
Senator GREGG. 

Mr. GREGG. Mr. President, I am not 
sure who rises in opposition to this 
amendment. I understand there are 
some concerns that have been raised. 
Let me review the amendment so peo
ple understand what it does. 

Essentially, this amendment creates 
a marketplace, creates competition, 
and it gives seniors the opportunity to 
go into the marketplace, be thoughtful 
purchasers, and the result of being 
thoughtful purchasers is getting an ac
tual return, a monetary return, for 
being thoughtful 'purchasers. 

What the amendment does is strike 
the language in the bill which says 
that there can be no cash incentives 

tied to any sort of Choice plan. Now, in 
the original bill as it was presented by 
myself, the original Choice bill, the 
vast majority of which has been incor
porated in this bill, we had a section 
which said that if a senior was able to 
purchase a plan at less dollars, then 
the senior would be allowed to keep 75 
percent of the savings, and 25 percent 
of the savings would go into the part A 
trust fund. Under the bill as it is pres
ently structured, the practical effect 
was it created more marketplace 
forces. It meant seniors would be more 
thoughtful purchasers of health care. 
This is important. 

Second, it meant that the health care 
provider groups like HMO's, PPO's and 
the PSO's who are now being empow
ered to compete for senior dollars, 
those groups would have a reason to 
deliver the same benefit structure as 
Medicare gives today at the same qual
ity but deliver it at less cost. It is 
called capitalism. It is called a market
place force. It is what we are trying to 
put in place to try to control the cost 
of heal th care and Medicare, and it is 
what is working in the private sector. 

Under the bill as it is presently 
structured, that opportunity would be 
eliminated. Now, we are not sugg·esting 
that opportunity has to be pursued. We 
are just saying let's leave open that op
portunity under HCF A's guidance, and 
by the way, if it was determined this 
might be a way to create better com
petition and better health care deliv
ery, it would be available. 

Now, I cannot speak for the opposi
tion, but what I have heard from the 
opposition is that there is a feeling 
that this cash rebate may in some way 
affect the Treasury. Well, it does not. 
Under the present law as it is struc
tured in this bill, if there is no cash re
bate, the only beneficiaries of more ef
ficiency are the provider groups. They 
get to keep the money. They get to 
keep the money. They do not rebate it 
to the seniors. They get to keep it, to 
quote Jerry McGuire. 

Then I heard another comment, "Ba
sically what we want to do is encour
age the provider groups to supply more 
benefits, not to supply a financial re
bate to senior citizens. " I think that 
makes sense. I think that should be an 
option. I think provider groups like 
PPO's that can deliver the services for 
less might want to throw in eyeglass 
care, might want to throw in prescrip
tion care. I think it is a good public 
policy decision to encourage that. But 
at the same time I bet you there are 
some provider groups today, because 

e This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor. 
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we pay so much in insurance for Medi
care, who could pay the cost of eye
glass care and some percentage of pre
scription drug care and still be deliv
ering that service for considerably less 
than what the basic premium is today 
that we pay in Medicare. Who is going 
to keep that difference? The provider 
groups. They will keep it in profit. 

Now, I do find it ironic that people 
would oppose the concept that we want 
to open it up to competition in a way 
that allows the senior citizen to benefit 
from the cost savings, by putting some 
pressure on those provider groups to 
have to say, " We are going to make 
$100 extra on this contract. Maybe we 
better return $50 to the senior citizen 
because, if we do not , our competitor 
down the street will make that $100 
and they will return that $50 and they 
will get this client. " 

Right now this is an issue . I under
stand there are some undercurrents of 
opposition to this. I am appreciative of 
that. The fact is that this is an at
tempt to open the marketplace to more 
competition and create more cost-con
scious purchasers and buyers, and as a 
result I think it is a good approach. It 
does not demand that that occur. It 
does not even allow that to occur in 
the first instance. It simply makes 
that additional avenue of competition 
available by giving HCF A the author
ity to do it rather than banning HCF A 
from having the authority to do it. 

I reserve the remainder of my time. 
The PRESIDING OFFICER. The Sen

ator from New Jersey controls 71/2 min
utes. 

Mr. LAUTENBERG. Mr. President, I 
will yield myself such time as needed 
to respond with my opposition to the 
amendment of the Senator from New 
Hampshire and rise in support of the 
provision in the reconciliation package 
that was developed by Senator ROTH 
and Senator MOYNIHAN and other mem
bers of the Finance Committee. 

Mr. President, the reconciliation bill 
establishes a new program known as 
Medicare Choice, which will give Medi
care beneficiaries more options for the 
type of health care that they will re
ceive in the program. Seniors will be 
able to choose from HMO's, PPO's, and 
medical savings accounts, among sev
eral other options. The committee's 
proposal is intended to increase Choice 
for seniors. At the same time, it is 
meant to avoid the risk that the Medi
care Program would move toward a 
two-tiered or multitiered system in 
which some seniors, especially the 
healthier and wealthier, enjoy benefits 
not available to the others. 

Under the committee-reported bill , 
providers of different services are paid 
a set amount. They then can compete 
for the consumers based on the quality 
and types of benefits they provide. If, 
for example, one HMO can operate 
more efficiently, it can plow the result
ing savings into providing services that 

other less-efficient HMO's could not. 
This type of system is intended to en
sure that seniors get the best quality 
care for each Federal dollar that gets 
spent. I think that makes sense. 

The Finance Committee also wanted 
to avoid a situation in which providers 
limit their benefit package to attract 
those who are healthy and who there
fore could take advantage of a cheaper 
plan that offers fewer benefits. This 
could ultimately lead to a Medicare 
system that segregates the healthy 
from the ill and that forces sicker peo
ple to pay more to get the health care 
they need. 

Mr. President, I am going to stick 
with the Finance Committee 's proposal 
on this. Let's give seniors more choice 
but let's make sure that the choices 
offer the type of quality health care 
they need and deserve. 

When I think of plans that may offer 
premiums- maybe they offer theater 
tickets or baseball games or what have 
you-to seduce or induce people to go 
their way, I think that is a terrible 
idea. It can provide a large provider 
with a monopoly of opportunities. 
" Spend your money now, you will get 
it back." You will have these people 
locked into your service, so spend it up 
front. It is a calculated marketing 
cost. Frankly, I hate to see our senior 
citizens get caught up in a scheme like 
that. 

Mr. President, I hope we will be able 
to muster the support that is required 
here for the Finance Committee. Once 
again, this is now a new proposal. It al
ters the bill as originally developed. I 
do not think we ought to be doing it at 
this time. 

I reserve the remainder of my time. 
Mr. GREGG. I appreciate the com

ments of the Senator from New Jersey, 
but they are inaccurate. This does not 
create a two-tier system. 

Under the law, the basic benefits 
package of the Medicare system has to 
be supplied by all providers. Therefore, 
any provider that comes forward and 
produces a less costly system is going 
to be producing a system that still 
meets the basic benefits package of the 
Medicare system. The added benefits 
might be eyeglasses or prescription 
drugs, but those are benefits which are 
not presently covered by Medicare any
way. So there is no opportunity for a 
two-tiered system. 

What the Senator from New Jersey 
said that was accurate is that efficient 
suppliers of heal th care will end up cre
ating a savings. What I am pointing 
out is that savings then flows to the 
supplier of the health care, the HMO or 
the PPO. You are basically under
writing the big heal th care companies 
at the disadvantage of seniors because 
seniors get none of that savings unless 
there is a benefit added that they may 
not want. They may not want eye
glasses. They may not want prescrip
tion drugs. They may have that under 

another system. Why not make this op
tion available? 

However, I have been asked by the 
chairman of the committee to with
draw the amendment at this time. I 
have great respect for the chairman of 
the committee and will acquiesce to 
his request. I understand his concern. I 
believe this is bad policy as it is pres
ently structured. It is not in the House 
bill, and I hope it will be straightened 
out in Congress because I think we 
ought to give seniors this chance. 

I ask unanimous consent to vitiate 
the yeas and nays and withdraw the 
amendment. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment (No. 426) was with
drawn. 

Mr. NICKLES. Mr. President, I will 
be brief. I want to compliment my col
league from New Hampshire for offer
ing this amendment. 

He mentioned this prohibition is not 
in the House bill. I hope to have some
thing to do with the conference. I 
think he has brought out a very good 
point. We should allow some of these 
savings to go to the participants. So I 
appreciate his examination of the bill. 
That fact proves he has done his home
work. I, for one, think he has pointed 
out a good option that we should allow 
to be available. I appreciate my col
league 's attention in this matter. I will 
be happy to work with him to see if we 
can't come up with a good provision in 
conference. 

Mr. ROTH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware is recognized. 
Mr. ROTH. Mr. President, I, too, 

want to join the distinguished Senator 
from Oklahoma in thanking our friend 
from New Hampshire and withdrawing 
the amendment. I think he has articu
lated the reason for the change. I think 
there is considerable merit to the idea, 
but I do appreciate the fact that he has 
withdrawn the amendment. I don 't 
think it is appropriate at this time. We 
look forward to working with him. 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. Mr. President, I, too, 

want to join in saying· to the distin
guished Senator from New Hampshire 
that I saw this as a Choice proposal, an 
expansion of Choice . It wasn't a man
date. I thought it was a pretty good 
thing that we keep as much choice and 
potential for choice in the Medicare re
form. I am sure this will be revisited at 
some point. 

As the manager for the majority, I 
would like to talk a little bit with the 
Senate about where we are. Could I in
quire, none of the amendments are 
automatically up at this point, are 
they? Am I mistaken on that? Aren't 
they subject to a management decision 
on which ones come next? 

The PRESIDING OFFICER. The 
question would recur on No. 429, the 
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Kennedy-Wellstone amendment to S. 
947. 

Mr. DOMENIC!. I thank the Chair. 
Might I then enquire, under the ordi
nary rules of amendments, how much 
time is left on the Kennedy-Wellstone 
amendment, if it were all to be used? 

The PRESIDING OFFICER. The 
Chair will check on that. 

Mr. DOMENIC!. That is fine. Is there 
any reason we should not go to the 
Kennedy-Wellstone amendment? I am 
sure Senator ROTH has a substantial 
amount of time on the amendment. I 
want to yield the entire time in opposi
tion to the amendment to the distin
guished chairman of the Finance Com
mittee. I may need a few minutes later. 
I will yield the Senator the time that 
is left. Can the Senator manage that? 

Mr. ROTH. Yes, I can manage that. 
The PRESIDING OFFICER. To an

swer the question of the Senator from 
New Mexico as to the time remaining 
on the Kennedy-Wellstone amendment, 
Senator KENNEDY has 15 minutes and 
the Senator from New Mexico has 45 
minutes. 

Mr. DOMENIC!. I will yield the 45 
minutes to Senator ROTH. 

Let me indicate to the Senate, so 
there won 't be any misunderstanding, 
that what I am trying to do is get time 
used up or get time agreements. We 
don' t intend to vote on the Kennedy
Wellstone amendment until early in 
the afternoon. So we can finish the de
bate and go to another one. I wanted to 
indicate that to the Senate at this 
point. 

Mr. LAUTENBERG. Mr. President, if 
I might just add a note here for all of 
our colleagues who are interested in 
amendments, or talking on the bill. 
Time is flying and we will be finished 
at about 7:30 tonight, I think it is, with 
no more time left. And then should any 
amendments be offered, they will be of
fered without debate or discussion and 
just voted upon. 

So I say to all of our colleagues with
in earshot, or through the staff, if you 
have amendments, you better get them 
here because pretty soon the time will 
have expired and you won't have an op
portunity to do so. 

I thank the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware is recognized for 45 
minutes. 

AMENDMENT NO. 429 

Mr. ROTH. Mr. President, the Ken
nedy amendment would strike the $5 
coinsurance payment, and I think that 
would be a mistake. Let me start out 
by pointing· out that home health care 
has exploded in cost over the recent 
years. It has been a serious problem 
that this particular aspect of Medicare 
has become extraordinarily expensive. 

As I said yesterday, according to the 
Prospective Payment Assessment Com
mission, which is commonly called 
PROPAC, Medicare spending on home 
health services was only 1 percent of 

Medicare spending in 1968. By 1996, 
Medicare spending on home heal th care 
had increased to 14 percent of Medicare 
part A spending. In other words, it had 
gone from 1 percent to 14 percent. This 
is an increase that cannot be permitted 
in a program that is in financial dif
ficulty. 

As we all know, Medicare is an ex
traordinarily successful program in 
providing health care to senior citi
zens. But we do face a serious problem 
with r espect both to part A and part B 
if we do not bring the cost of these pro
grams under control. As is well under
stood, part A will be in bankruptcy by 
2001. If we don' t correct it , it will be in 
debt to the tune of one-half trillion 
dollars by 2007. And we face the same 
kind of serious problems with part B. 
Part B- it is predicted- will increase in 
cost roughly 8 percent a year in the 
coming year. So we have to bring these 
costs under control, and that is what 
we are seeking to do. 

As I said, home health care has ex
ploded in cost. Just let me point out 
what has happened to the cost of this 
part of the program in the last several 
years. From 1989 to 1990, the cost went 
up 53 percent-in 1 year, the cost of 
home health care went up 53 percent. 
The pattern has been a little better 
since then. In 1990- 91, it went up 44 per
cent; in 1991-92, 40 percent; in 1992- 93, 
30 percent; in 1993-94, it went up 30 per
cent; and in 1994-95, it went up 19 per
cent. 

Now, the reason home heal th care 
has exploded is because there are no 
adequate controls. For example , there 
has been a major increase in the num
ber of beneficiaries using home heal th 
care. There has been an increase in the 
number of visits per beneficiary. I must 
also say that there has been a tremen
dous increase in the number of agen
cies providing home heal th care, and 
the Medicare payment system does not 
control the utilization of home care. 

So that is the nub of the problem. 
There is no reason for the beneficiaries 
to be concerned as to how they utilize 
this program because there are no co
paymen ts in the part B program, as 
there are in others. Let me point out 
that the cost growth of home care, due 
to the increase in visits per bene
ficiary , has indeed been very substan
tial. In 1983, 45 Medicare enrollees-let 
me put it this way. There were 45 Medi
care enrollees per thousand that used 
this pr ogram, an average annual of 28 
visits. This was in 1983. In 1995, the 
number of Medicare enrollees per thou
sand jumped to 97- that is, from 45 to 
97- and they used this program for an 
annual of 70 visits. That is 70 visits as 
compared with 28 visits in 1983. 

So the question is, Why has the utili
zation of Medicare 's home health ben
efit gr own so rapidly? Essentially, 
there are two factors explaining the 
growth. First, the home health benefits 
for Medicare beneficiaries, for all prac-

tical purposes, have been unlimited 
since 1980. Prior to 1980, home health 
benefits were limited to 100 visits per 
beneficiary per year following a hos
pitalization. But in 1989, as a result of 
an agreement reached in a class action 
suit, Dougan versus Bowen, virtually 
all regulatory limitations on coverage 
were eliminated. And even today, based 
on Dougan, a beneficiary only needs to 
be home bound and under the super
vision of a physician in order to receive 
home health care. 

Now, the cost growth in home care is 
partly due to the Medicare cost-based 
payment system. Medicare pays home 
care companies the cost of each home 
care visit up to a per visit cost limit. 
Medicare does not limit the total num
ber of home care visits. And the cost 
results are predictable. There is a great 
incentive for agencies to get into the 
business. That is one of the reasons we 
see the explosion of the number of 
agencies now in the home heal th care 
business. 

Medicare payments per visit are esti
mated to have increased by 1.6 percent 
from 1993 and 1994, and the total num
ber of Medicaid certified home heal th 
care agencies grew in 1991- 95 by 52 per
cent from 5,949 agencies in 1991 to a 
total of 9,040 in 1995. 

So, Mr. President, this is the reason 
it was felt necessary that there be a co
payment on the part of the beneficiary 
so that there is more prudent use of 
this care than has taken place in re
cent years. 

Beginning in 1998, financing for the 
home health benefits will begin to be 
transferred from the part A to the part 
B trust fund. This will establish 100 vis
i ts--after the hospital stay- for home 
heal th benefits under part A with all 
other visits considered part of a new 
part B home health benefit. Consistent 
with Medicare's treatment of other 
part B services, the mark establishes 
cost-sharing for part B home heal th 
service at $5 per visit billable on a 
monthly basis, and capped at an 
amount equal to the annual hospital 
deductible. 

I point out to my colleagues that cre
ating this copayment is consistent 
with the way we handle part B. As a 
general rule , there is copayment of 
roughly 20 percent for services under 
part B. Five dollars per visit is sub
stantially less than 20 percent. But it 
means that as beneficiaries utilize 
home heal th care they are going to be 
more careful in its utilization. 

Beneficiaries, I point out with re
spect to those who are under 100 per
cent of Federal poverty, will not have 
to pay this $5 copayment fee. They will 
not have to pay this copayment fee be
cause it will be covered by Medicaid. 
Our Medicaid Program has been struc
tured to protect the poor and impover
ished. And under that program he or 
she who is under 100 percent of Federal 
poverty will be covered by Medicaid. 
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So there will be no payment of the $5 
fee by those who are impoverished 
under Federal standards. 

PRIVILEGE OF THE FLOOR 

· Mr. President, I ask unanimous con
sent for unlimited floor privileges for 
the duration of S. 947 for the following 
members of the Senate Finance Com
mittee staff: 

Julie James, Gioia Bonmartini, Den
nis Smith, Deloris Spitznagel, and Al
exander Vachon. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. ROTH. Mr. President, as I said, 
the purpose of the $5 copaymen t fee is 
to bring some balance into this pro
gram. 

I obviously cannot support the Ken
nedy amendment. I do not believe that 
the home heal th care copaymen t is a 
barrier to care nor that it is unreason
able. 

As I have already pointed out, from 
1988 to 1996, spending on home heal th 
care grew an average of 37 percent per 
year. That is a growth that cannot be 
sustained if we are going to maintain 
Medicare as a program not only for 

. those on it now but for the future. 
Medicare is going bankrupt. And this 
rate of growth is without question 
unsustainable. I cannot say too loud 
nor too clear that we need to assure 
that Medicare is preserved and pro
tected. It is our responsibility to make 
certain that costs do not run out of 
control. 

Under current law, all Medicare bene
fits, except for home health and labora
tory services, are subject to some form 
of beneficiary cost-sharing. Let me re
emphasize that. Under current law, all 
Medicare benefits, except home heal th 
and laboratory services, are subject to 
some form of beneficiary cost-sharing. 

The $5 home health copay will have 
beneficiary share-in some degree, fi
nancial responsibility for services with 
the program. Five dollars is not an un
reasonable amount to ask beneficiaries 
to pay for a visit. 

The Prospective Payment Assess
ment Commission, which advises Con
gress on Medicare policy, supports- I 
underscore the word "supports"- a 
modest beneficiary copay subject to an 
annual limit. That is exactly what this 
bill proposes to do. 

I also point out that a report re
cently issued by the Commonwealth 
Fund supports the idea of a $5 copay. 
The report claims there is a sensible 
approach- a sensible approach which 
would make beneficiaries sensitive to 
use but not form a barrier to care. 
That is exactly what we want. We want 
this program to be used on a prudent 
basis; a sensible basis. But, of course , 
we do not want it to be a barrier to 
those who need this form of care. 

As I have already indicated, those 
who cannot afford the $5 copay, those 
who are under 100 percent of Federal 
poverty, will be covered by Medicaid. 

They will not have to pay the $5 copay. 
Medicaid will pay it. 

So they are protected. Beneficiaries 
will not have to pay any copay for the 
first 100 home heal th cares after a hos
pital stay. Only those visits in excess 
of 100, or that do not follow a hos
pitalization, will have a copay. And the 
amount is limited every year to the 
hospital deductible, which is what 
beneficiaries who have home health 
after a hospital stay would have to pay 
the hospital. 

Mr. President, this is a modest pro
posal where according to the Congres
sional Budget Office only about one
third of home heal th users-that is 
about 1.2 million beneficiaries-are 
likely to be subject to more than $100 
in copays in a year. And only about 11 
percent of home health users-that is 
roughly 380,000 beneficiaries-are like
ly to reach the annual cap. 

The copay for home health is not an 
untested idea. Until 1972, Medicare re
quired a 20-percent copay for all part B 
home health visits . During health care 
reform·, President Clinton's Health Se
curity Act included a 20-percent copay 
on home heal th care . 

So the proposal that we have in the 
legislation before us is far more mod
est. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. KENNEDY. Mr. President, I un

derstand we have 15 minutes. Is that 
correct? 

The PRESIDING OFFICER. Fourteen 
minutes. 

Mr. KENNEDY. I yield myself 5 min
utes. 

The PRESIDING OFFICER. The Sen
ator from Massachusetts. 

Mr. KENNEDY. Mr. President, I 
think there are some important points 
to make in response to the presen
tation of the chairman of the Finance 
Committee. 

The first point to be made is that $5 
billion that are going to be collected 
from our senior citizens was never con
sidered to be an essential part of the 
balanced budget program. When the 
Senate voted for a balanced budget, 
there was no comment that we were 
going· to have to raise the copays for 
our elderly citizens for nursing home 
care. 

So this is something that has just 
been added by the Finance Committee 
in order, as they say, to discourage the 
utilization of home health care serv
ices. That is first. 

So this is not part of the whole budg
et agreement. It was a decision by the 
Finance Committee to pick up $5 bil
lion that will be paid by the frailest el
derly citizens of this country, most of 
them between 75 and 80 years old, and 
primarily individuals that are on about 
$11,000 or $12,000 income, and primarily 
women. That is the profile of those 
that will be affected by this increase in 
the copay. That is first. 

Second, as anyone who has ever gone 
through and reviewed, or had hearings 
on overutilization, they will find out 
that it isn ' t the patient that is overuti
lizing the system. 

Of the groups in our society, by and 
large, if it is the patients that are over
utilizing the system, it is the more af
fluent. They have the time to g·o down 
and overutilize the system. But, by and 
large , when you are talking about the 
frail elderly, it is very difficult for 
them to get out of their particular 
home, if they are in this situation, and 
utilize the systems. And so they are 
the ones who do not. But it is the doc
tors who are the ones that are pre
scribing these services. It is the doc
tors who are saying these home serv
ices are necessary. It is not just the el
derly saying I want the services. It is 
the doctors who are saying these are 
important. 

Now, we had a wonderful citizen yes
terday from our neighboring area of 
Maryland, Marian, who makes about 
$7 ,600 a year. She said, I get home 
heal th services three times a week. It 
is going to be $15 a week, and I am 
going to run up against the limit at the 
end of the year. Are we in the Senate 
going to say that Marian should not be 
washed during the course of the week? 
She will have to reduce it to one treat
ment over the course of the week? Are 
we going to here say that we have to 
add the $5 billion that is going to be 
used for tax cuts for the wealthiest in
dividuals? Are we going to say to that · 
elderly person, you are not going to get 
washed; you are not going to be able to 
have your legs stretched; you are not 
going to be able, because you are too 
old and have a hip problem, to be able 
to wash your feet? 

That is what we are talking about 
here. These are the kinds of services 
that are being provided. 

Now, I was here in 1972. It was the 
judgment of the Congress of the United 
States and the administration that we 
wanted to encourage home health serv
ices, to try and keep people in their 
homes if they wanted to stay there. 
They have maybe an option to go to a 
nursing home, but if they want to stay 
in their homes with their friends in a 
neighborhood and a community, they 
ought to have the opportunity and the 
ability to do so. And so it was the judg
ment at that time, in order to encour
age home services that provide actual 
savings in the total health expendi
tures, that we ought to do so. That is 
the basis for it. 

Now, that is what we are running up 
against, Mr. President, and I am really 
surprised that the Finance Committee 
would take this step, particularly when 
there are other steps that are included 
in this legislation to restrain the doc
tors from prescribing this. Do we un
derstand? There are already provisions 
in the legislation that we are consid
ering in the Finance Committee to dis
courage the doctors from prescribing 
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this. But, no, the Finance Committee 
said, that isn't enough; we are going to 
discourage the doctors from sending 
you home, but if you get home or are 
going to be home, then you are going 
to pay that 5 extra dollars. 

We have the interim payment sys
tem, which is an agency-specific per 
capita cap, which before was limitless. 
Now it is limited. You have already put 
that in, Senators of the Finance Com
mittee, which is going to be a further 
restraint. And that is to discourage the 
growth in the utilization of services. 
And you have a lump-sum percentage 
of payment systems like the hospitals 
which will be effective in 1999 that is 
going to further discourage this. 

Our point is we have already written 
into the Finance Committee the tar
geting, where the target ought to be, 
and that is with doctors to provide 
some limitation on home health serv
ices. We are not even in the position of 
having tried those provisions. No, we 
are already saying we are going to also 
put the burden on the senior citizens 
who are receiving the home health care 
services. It makes no sense. It is gross
ly unfair. It is bad heal th policy. There 
is absolutely no reason in our attempt 
to achieve the balanced budget that we 
ought to be taking it out on the most 
frail individuals · who are receiving, 
under Medicare, home health care serv
ices, Mr. President. So I hope that this 
measure would be struck. 

I yield 5 minutes to the Senator from 
Minnesota. 

The PRESIDING OFFICER. The Sen
ator from Minnesota. 

Mr. WELLSTONE. Mr. President, I 
am very proud to join Senator KEN
NEDY'S effort. I would say to my col
leagues on both sides of the aisle that 
this amendment is a perfect example of 
where the rubber meets the road. We 
are not now talking about adding and 
subtracting numbers. We are not talk
ing about statistics in the abstract. We 
are talking about the effect of what we 
do on people's lives. We are talking 
about how decisions we make can cru
cially affect the quality or lack of 
quality of lives of people all across our 
country-in Minnesota, Massachusetts, 
Delaware, Oklahoma, Tennessee, you 
name it. 

Mr. President, I just want to take on 
some of the arguments that have been 
made about why we need to go forward 
with this $5 copay on the home-based 
heal th care. 

First of all, I have heard it argued 
here that $5 is not that much. But we 
cannot make those arguments, in all 
due respect. There is a huge difference 
between our salaries and what we can 
afford and what an elderly person can 
afford. 

Now, when the argument is made, 
" But, Senators, we have protection for 
those who are officially defined as 
poor," do you know where that defini
tion comes from? Mollie Orshansky in 

1963, Social Security, a minimal defini- Mr. KENNEDY. I yield myself 4 min-
tion-a minimal definition. So now we utes. 
are saying that a sing'le elderly woman Mr. President, I will take a moment 
80 years of age, who makes over $7,000 to include in the RECORD a letter from 
a year, she is not officially defined as former Senator Frank Moss from the 
poor, but we are going to charge her $5 State of Utah, and I will just read the 
every time for a home-based health relevant sections of it. 
care visit. That is outrageous. That is DEAR SENATOR KENNEDY. 
outrageous. I was the author in 1965 of the amendment 

So, first of all, please, do not have which included home health care coverage 
any illusions, colleagues, that because under Medicare. Congressman Claude Pepper 
we say the poor are taken care of, we introduced the legislation in the House. Our 
really are taking· care of vulnerable el- original legislation required seniors to pay 

some portion of their home health care costs 
derly people, because if you are a single out of pocket. However, the studies done by 
person, single woman living at home the Senate Committee on Aging and the 
and you are over the poverty level in- General Accounting Office persuaded me in 
come-maybe you make $9,000 a year- 1972 to work with Senator Muskie and Sen
you do not have any protection at all. ator Nelson to delete the copayment provi-

Now, is there any Senator here, Dem- sion. Our studies clearly indicated that co
ocrat or Republican, who believes that payments-
a single woman living at home making Now listen to this-
$9,000, $9,500 a year can afford to pay $5 cost Medicare more to collect in administra
for each home health care visit? · tive costs than they saved in the program; 2. 

As to the expansion of this, in all due Denied access to care and fell more heavily 
respect, I thought that what we were on those who could least afford it; 3. Pushed 

families in to poverty and loved ones unnec
trying to do here, albeit we have not essarily into institutions, resulting in in-
done it nearly as well as we should, is creased costs to the States and Federal Gov
to make sure that as many elderly peo- ernment through the Medicaid Programs; 
ple as possible can live at home in as and, 4, increased costs to Medicare because 
near normal circumstances as possible people put off care until they had to be hos
with dignity. We want to encourage pitalized. I am writing to urge you not to re
people to be able to live at home. When peat the mistakes that we made in the past. 
one of our parents or one of our grand- Now, what has escaped in this debate, 
parents needs to have a home health Mr. President, is the estimated budg
visit once or twice or three times a etary impacts of this particular provi
week in order to stay at home and be sion. Now, listen to this, our colleagues 
independent and not have to be institu- who are concerned about unfunded 
tionalized, we should applaud that. It mandates. The chairman of the Fi
should not be surprising that this is nance Committee has pointed out it 
more a part of what we do by way of in- hits the very, very poor, frail elderly; 
vestment in resources because more those who qualify for Medicaid will be 
and more of the people in our country able to receive it and the States will 
are living to be over 65 and 85. But if pick it up. True. That is true. And that 
we want people to be able to stay at amount will be $700 million. We are 
home and live with dignity, and we do putting an unfunded mandate on the 
not want people to be institutionalized, States to pick up the costs of this co
and we do not want to take away a ben- payment, and it is going to cost the 
efit that is so important to vulnerable States $700 million. And in terms of the 
elderly people, even if they are over Federal Government, because we par
the poverty level income, which is de- ticipate in the Medicaid Program, $900 
fined in such a minimal way, we ought million. 
to for certain support this amendment. That is what it is going to be just 

This amendment that Senator KEN- under Medicaid. So on the one hand, 
NEDY and I have introduced is all about supposedly we are taking in the $5 bil
connecting this debate to people. This lion. On the other hand, you are losing, 
proposal in the Finance Committee of effectively, $1.6 billion that the States 
a $5 charge for every single home-based and the Federal Government are pro
health care visit and support for elder- viding. 
ly people is profoundly mistaken. Mr. Now, Mr. President, this makes abso
President, let me repeat that. It is pro- lutely no sense. They had the extensive 
foundly mistaken. Please, colleagues, hearings by the committee in charge, 
admit to the fact that we may have the Aging Committee, and you could 
made a mistake here and that we can have those same hearings today and 
do better for elderly people. Therefore, you would find exactly the same re
l hope that we get a huge vote for this sults, exactly the same results. It un-
amendment. fairly falls on the frail elderly, and it is 

I yield the floor. going to discourage people from using 
Mr. KENNEDY addressed the Chair. home health care services and go into 
The PRESIDING OFFICER (Mr. institutions and Medicaid eventually 

FRIST). The Senator from Massachu- ending up paying more and people will 
setts. delay getting the kind of care they 
· Mr. KENNEDY. What do we have, 41/2 need. 

minutes remaining? Why shouldn't we first try to find out 
The PRESIDING OFFICER. Yes, 41/2 about the provisions that have been in-

minutes. eluded by the Finance Committee 
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which are going to provide for the pro
viders the kind of prospective budg
eting which we are using today for the 
hospitals. That is going to discourage 
this service . Why are we putting an ad
ditional burden that was never part of 
the agreement on the frailest of our so
ciety-$5 billion to use for tax cuts, tax 
cuts for the wealthiest individuals. 

It is absolutely outrageous, Mr. 
President, that in the course of this 
week, we will be out here on Thursday 
or Friday providing those kinds of tax 
cuts for the wealthiest individuals and 
the people who will be paying for them 
are going to be the seniors, the frailest, 
the elderly, the widowed individuals in 
our society. It is bad health policy. It 
is unfair. And it is just a continuation 
evidently of the kinds of assaults that 
we have seen on the Medicare system. 
We find the Finance Committee refus
ing to fund the $1.5 billion that they 
had agreed would be funded and put
ting on $5 billion that was never indi
cated in terms of the balanced budget. 
That is wrong, Mr. President, and 
every senior knows it. Every senior 
will know about that. 

The PRESIDING OFFICER. The Sen-
ator's time has expired. 

There are 30 seconds remaining. 
Mr. KENNEDY. I withhold that time. 
Mr. NICKLES addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
The Senator from Oklahoma. 
Mr. NICKLES. First, I wish to-
The PRESIDING OFFICER. The Sen-

ator from Delaware controls time. Who 
yields time? 

Mr. ROTH. I yield such time as is re
quired by the Senator from Oklahoma. 

The PRESIDING OFFICER. The Sen
ator from Oklahoma is recognized. 

Mr. NICKLES. I thank my colleague 
from Delaware. I also want to com
pliment him for his stewardship as 
chairman of the Finance Commi.ttee on 
this bill. 

First, let me just say a couple of 
things about the comments Senator 
KENNEDY made. ''We are cutting Medi
care so we can pay for tax cuts for 
wealthy people." I heard that comment 
made 2 years ago. I heard it a lot. 
" They are gutting Medicare so they 
can pay for tax cu ts for weal thy peo
ple. " 

Just an interesting footnote , the 
amount of expenditures, the outlays, 
what we are going to spend on Medi
care for this 5 years that are covered 
by this bill is $1.248 trillion. The 
amount of outlays that we had in the 
bill 2 years ago that the President ve
toed and said it was gutting, deci
mating Medicare, was $1.247 trillion-a 
one-billion-dollar difference. So the 
outlays are the same. 

Did we make this change, this change 
dealing with home health care, so we 
could pay for tax cuts? The answer is 
absolutely no. What we did, in a bipar
tisan fashion , I think without dissent 

in the Finance Committee, in putting 
in the $5 copay on home heal th care, is 
recognize that we need to make some 
policy changes in home health care. 
This program is exploding in cost, and 
the reason why is quite obvious, if you 
look at. It is a program that is paid for 
100 percent by the Federal Govern
ment. There is no copay by the bene
ficiary; the beneficiary does not pay a 
dime. There is no payment by the 
State. There is no copayment by any
body. It is Uncle Sam writing a check 
for 100 percent of the cost. There is no 
limit on the number of visits; you can 
have one visit, you can have 300 visits. 
So it is a program, by its very design, 
if Uncle Sam is going to pay for it all, 
obviously it is going to explode in 
costs, and that is exactly what has hap
pened. 

Just looking at this program, in 1990 
this program cost $4 billion. In 1995, 5 
years later, it cost $16 billion. It is pro
jected next year to cost $21.1 billion. It 
has growth rates-in the year of 1989 
this grew almost 24 percent; the next 
year, 53 percent; the next year, 43 per
cent; 1992, 41 percent; in 1993, 30 per
cent; in 1994, 30 percent; in 1995, 19.4 
percent. This is a program that is ex
ploding in cost. 

The Finance Committee realizes this. 
Anybody who has looked at the facts 
realizes this and knows we need to 
change it. So the change, a very mod
est change, I might say, is we say the 
beneficiaries would have a $5 copay. 
That is not a lot on visits that may 
well cost $70 or $80, but at least it is a 
start. And it might have some mar
ginal impact on behavior. Will it cost 
the lowest of our citizens as alleged by 
Senator KENNEDY and others? I doubt 
it, because in most cases they have 
Medigap policies or it is picked up by 
Medicaid. So in some cases those peo
ple will have coverage. But doesn ' t the 
policy of having some copay make 
sense? This Congress had the courage 
to stand up and say we should have a 
copay on veterans for prescription 
drugs of $2. Some people screamed and 
said, " Wait a minute, this is a breaking 
of a contract," and so on, but we real
ized that prescription drugs for non
service-connected veterans was explod
ing in cost. So we stepped forward very 
marginally and set a $2 copay on pre
scription drugs, and it did change be
havior somewhat. This will change be
havior somewhat. 

I urge my colleagues to read an arti
cle on the front page of the Wall Street 
Journal about the explosion of this 
program. They have home health care 
providers now, some of which are start
ing new companies-they had no expe
rience whatsoever-out of mobile 
homes. If you look at the number of 
providers, in 1991 there were a little 
less than 6,000 providers; in 1995, over 
9,000 providers. Look at the number of 
beneficiaries, the total payment costs, 
the number of visits-this is a program 
that is truly exploding in cost. 

This was done in the Finance Com
mittee , not so there could be greater 
tax cuts. As a matter of fact, I might 
mention-this is a little sore spot with 
me. The budget agreement said we 
would have $85 billion in net tax cuts. 
We did not end up with $85 billion; we 
ended up with $77 billion. So we did not 
even come up with the total amount of 
net tax cuts that the budget agree
ment, President Clinton and the lead
ership, agreed upon. So that argument, 
" They did this so they could have more 
tax cuts", is total hogwash. This was 
done in order to try to reform a pro
gram that is growing way out of con
trol, and it was done in a bipartisan 
fashion. I hope we will continue to 
have bipartisan support. We need to 
have bipartisan support. 

I will make a couple of other com
ments. One of the things that was done 
in the budget agreement I do not agree 
with. It said let's transfer home health 
care away from part A into part B, to 
make part A look solvent. That is a 
shell game. I do not want to have my 
fingerprints on it. It is in this deal. I 
don 't have the votes to change that. 
But that bothers me. It doesn' t keep 
part A solvent. Well, I guess theoreti
cally it does. We could keep part A sol
vent if we said we will move all the ex
pensive hospitals, from Tennessee west, 
take them out, move them out of part 
A and then we 'll keep part A solvent. 
That's a little bit of a shell game. 

This is one little reform on the fast
est growing portion in Medicare that is 
real reform. It was done in a bipartisan 
fashion because we know we need to do 
something to constrain these costs. 
You cannot have a program that has 
total, 100 percent, Federal funding, has 
no State match, no participant match 
whatsoever, and no limit on the num
ber of visits and say we hope we can 
constrain its costs. 

So I think this is a serious vote. I 
urge my colleagues to vote against the 
Kennedy-Wellstone amendment. 

Mr. KENNEDY. Will the Senator 
yield for a question? 

Mr. NICKLES. I will be happy to 
yield. 

Mr. KENNEDY. I know the Sen
ator--

Mr. NICKLES. Not on my time, on 
my colleague's time. 

Mr. KENNEDY. On the bill's time. 
Mr. LAUTENBERG. I yield 20 min

utes to the Senator from Massachu
setts off the bill. 

Mr. KENNEDY. Briefly, I am won
dering, as a Senator who has been 
strongly against unfunded mandates, 
with the recognition here it is going to 
cost the States some $700 million to 
pick up the Medicaid portion and we 
are not providing that to the States, 
how the Senator justifies that require
ment that we are placing on the States 
to carry this proposal through? 

Mr. NICKLES. I will be happy to re
spond to my colleague. I think what we 
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have right now is a program that is 100 
percent Federal. 

Mr. KENNEDY. On Medicaid-excuse 
me. The position of the chairman of 
the committee is that, for those who 
are going to fall into Medicaid, the 
State is going to pick up that premium 
and it is going to, according to the 
CBO, amount to some $700 million on 
the States. We are not providing that 
additional help to the States. 

I am asking the Senator how he jus
tifies that particular unfunded man
date? We heard a lot about unfunded 
mandates, and I want to know how the 
Senator responds to that. 

Mr. NICKLES. I will be happy to. I 
think if my colleague had listened to 
my speech, I mentioned this home 
health program, which is currently 100 
percent Federal with no State match. 
Right now the States are not paying 
anything. So to have this in Medicaid, 
where Medicaid will pick up for lower
income beneficiaries a small portion of 
that-I might mention the Federal 
Government picking up, in most cases, 
60 percent, in some cases 70 percent-is 
not the problem. 

What we are asking to do, what you 
are talking about, we are saying, 
"Beneficiaries pay $5; pay $5 out of a 
total cost of a $70 visit." So the Fed
eral Government is paying 65 percent, 
and the individual would pick up $5, 
and in some low-income cases, for some 
low-income individuals, the State 
might pick up 30 percent, or in some 
cases 40 percent, in some States maybe 
50 percent of that share. 

To me that does not seem unreason
able. 

Mr. KENNEDY. This is the only point 
I make. That amounts to $700 million 
for the States. That amounts to a $700 
million unfunded mandate; $700 million 
unfunded mandate to the States, ac
cording to the CBO. 

I have listened to the Senator very 
eloquently talk about unfunded man
dates, and here we are finding, accord
ing to the chairman of the Finance 
Committee, that for individuals who 
are going to fall below the poverty line, 
the State is going to pick that pre
mium up, and that, according to CBO, 
amounts to $700 million. It will amount 
to $900 million by the Federal Govern
ment but $700 million to the States. I 
am just interested in listening to the 
Senator, who speaks about unfunded 
mandates and about the Federal Gov
ernment imposing requirements on the 
States, here we have a beauty, $700 mil
lion you are putting on the States. 
That is according to CBO, because that 
is going to be the cost, over 5 years, for 
them to pick up the $5 copay. 

Mr. NICKLES. Will the Senator 
yield? 

Mr. KENNEDY. Yes. 
Mr. NICKLES. If I understood the 

Senator's statement, the $700 million 
the States would have to pick up, this 
is a program that will cost $121 billion 

next year for the Federal Government 
and that is growing at an unbelievable, 
unsustainable rate. So you are talking 
about a program over the next 5 years 
that is going to be well over $100 bil
lion, and we are asking beneficiaries to 
pay $5, and in some cases the States 
may pick up a portion of that, maybe 
$700 million out of a total cost of over 
$100 billion. I don't find that unreason
able in any way. 

Mr. KENNEDY. I thank the Senator; 
$700 million. I thank the Senator. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ROTH. I yield to the Senator 
from Texas such time as he may re
quire. 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mr. GRAMM. Mr. President, I think 
that with all of the loud talking and 
discussion of subsidiary issues, people 
have by now forgotten what this whole 
issue is about. So I would like to give 
a little bit of history and then appeal 
to reason and responsibility on behalf 
of the Finance Committee on this 
issue. 

First of all, the President proposed 
taking the fastest growing part of 
Medicare out of the trust fund and 
transferring it to general revenue in 
order to hide home heal th costs and 
claim that we have extended Medicare 
solvency for a decade. As a result, we 
have included the transfer into the 
budget agreement, even though I think 
it is totally and absolutely irrespon
sible and indefensible. We are simply 
taking the fastest growing part of 
Medicare, home health care, out of the 
Medicare trust fund and putting it into 
general revenue, which equates to tak
ing a bill from one pocket and putting 
it in another. As a result, we can now 
claim that we have saved Medicare for 
a decade. As I pointed out when we 
started this debate, I could save Medi
care for 100 years by taking hospital 
care out of the trust fund and putting 
it into general revenue. But, does any
body believe that that represents any 
kind of reform? 

So, that is what started this debate. 
Now, having agreed in the budget 
agreement to make the transfer, the 
Finance Committee has sought to find 
ways to be responsible. One of the ways 
of being responsible is to note that 
there is a difference between services 
covered by part B and services covered 
by the part A trust fund. Those i terns 
that are in the part B program, which 
are outside the trust fund, have his
torically required two things. No. 1, 
beneficiaries pay 25 percent of the cost 
out of their own pocket in a part B pre
mium; and, No. 2, they have a 20 per
cent copayment. That, basically, is 
how Medicare has worked. 

Now we have followed the President's 
dictate and transferred home health 
care out of the part A trust fund into 
general revenues-part B or voluntary 

part of Medicare. But we have not in
stituted an immediate 25 percent pay
ment in the part B premium to pay for 
25 percent of the cost. Instead, respond
ing to concerns raised by the President 
and others, we phase that up over a 7-
year period. But, to address specifically 
the issue raised by Senator KENNEDY, 
the norm for types of care covered 
under the part B section of Medicare is 
for beneficiaries to pay 20 percent co
payment. 

Recognizing that this was a dramatic 
change in policy, in transferring home 
heal th care from part A to part B, 
rather than having a 20-percent copay
ment, which would be the norm, we 
simply asked for a $5 copayment. This 
is not only eminently responsible, it is 
clearly something we have to do. Home 
health care is the fastest growing item 
in Medicare. It used to be that you 
qualified for it only right after you got 
out of the hospital. But Congress 
changed the law to let people qualify 
for home heal th care whether they 
have been to the hospital or not. As a 
result, this · program has exploded. It 
has grown exponentially, averaging 
some 30 to 40 percent a year in growth. 
It is now bigger than the total funding 
for the National Institutes of Health 
and the space program. It has become 
the most explosive element of Medi
care. 

We are not doing what we ought to 
do, which is to put it into part B. If we 
were required to do that, we would 
have a 25 percent premium where peo
ple would have to pay 25 percent of the 
cost like they do other programs under 
part B. Instead, we are phasing it up 
over 7 years. We are not requiring a 20-
percent copayment, which is the norm 
under part B. But the one thing we 
have done, which is responsible, is re
quire a $5 copayment; the logic basi
cally being that even very small pay
ments affect people's behavior. What 
we are trying to do is to provide the 
service for people who need it while 
trying to cut down on the explosive 
growth and the abuse of this program. 

Our colleague from Oklahoma re
ferred to a front-page article in the 
Wall Street Journal, but I don't think 
he did it justice. What that article did 
was outline the rampant abuse in this 
program, pointing out that people have 
even gotten out of the garbage collec
tion business and gone into the home 
heal th care business and become al
most instant millionaires. 

This is a program that demands 
change. We have made a very, very 
modest change. However, if every time 
we try to do something responsible, we 
end up having people jump up and down 
and saying, "You can't do anything 
that is responsible," then there is no 
way we are going to be able to main
tain Medicare. 

The program will be insolvent in 4 
years under any kind of justifiable ac
counting. It will be a $1.6 trillion drain 
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on the Federal Treasury over the next are going to really see who is con-
10 years. The unfunded liability in cerned about the future of this pro
Medicare is already $2.3 trillion. We gram and who is concerned about it 
have guaranteed two generations of being there, not just to the end of this 
Americans benefits, and we never set century, which is 3 years from now, but 
aside money to pay for the benefits. well into the next century. 
And now we hear all this screaming I think everybody who has taken the 
and hollering when we try to put a $5 trouble to read the report of the trust
copayment on the most explosive part ees of Social Security and Medicare 
of Medicare. has seen the danger this program is in. 

Mr. President, if we are not going to It is going broke. It isn't something 
begin to do these kinds of things, it is that is just automatically going to be 
going to be only a very short period of there; we are used to these things. 
time until this program is going to be Somehow people think, " Oh, it can't 
bankrupt. I don't know if the Senator happen." Well, it can happen. So from 
from Massachusetts is going to be here the Finance Committee has come a se
proposing to triple the payroll tax to ries of proposals to do something about 
pay for it, but that is what is going to the security of the Medicare Program 
be required 25 years from now if we to ensure that it is going to be there, 
don't do something about this pro- hopefully well into the next century. 
gram. What is the particular issue before us 

I support this chang~ because it is today, Mr. President? The issue is, is it 
absolutely essential that we do some- all right, proper, to have a $5 copay
thing to stop the explosive growth in ment in some instances-in some in
this program. I support this change be- stances, Mr. President-for those who 
cause I don't think a $5 copayment is are visited by the home health care 
asking too much. I support this change agents, officials, the nurses and those 
because I don't want to have to pick up who come in a home health care visit. 
the phone 4 years from now and say to First, it is important to stress that 
my 83-year-old mother, "Well, mom, · after a hospital stay, for the first 100 
Medicare went broke today. Of course, visits, there is no charge. There is no 
I have known it was going· broke for charge for the first 100 visits after a 
years, but I didn't have courage enough hospital stay. Subsequent to that, 
to do things, like vote for a $5 copay- there is a $5 charge. 
ment on home health care. " Under part B, for physicians' visits, 

I believe this is something that is ab- and so forth, that an individual makes, 
solutely essential. It is the absolute there is a 20-percent copayment, and if 
minimum we should do. We should be that were applied to the home visits, 20 
doing a lot more. We are not because of percent of a $90 visit-and that is the 
exactly the kind of attacks that we average cost of these visits from the 
have heard on the floor of the Senate. visiting nurses or whoever it might 

The Finance Committee, on a bipar- be- 20 percent of that is $18. Is the sug
tisan basis , supported this $5 copay- gestion that there be an $18 copay
ment. It is a very small reform, but the ment, 20 percent? No, there isn't, Mr. 
principle of it is critically important. I President. There is a charge of $5, 
think it would be a major, major set- which is in the neighborhood of 6 per
back for this bill if we lost this compo- cent. Not a 20-percent charge, a 6-per
nent. Losing this component would cent charge. It seems to me that that 
mean that we have simply played a is very fair. First of all, it helps reduce 
shell g·ame. We will have taken the the cost to Medicare, obviously. Sec
fastest growing part of Medicare out of ond, it clearly, to some small extent, 
the trust fund to hide the explosive affects the behavior of the individual 
cost. Even though it is growing at 30 to who has asked for the home health care 
40 percent a year, we will have done ab- visit. 
solutely nothing to try to deal with I think this is a fair charge, $5. It is 
that explosive cost. not for everybody. As I say, the first 

I know the administration says, in 100 visits go without a charge whatso
the sweet by-and-by, they are going to ever. One hundred visits is a lot of vis
have some kind of prospective payment its. Then it goes to this very modest, 
system, and they can't tell us what it not 20-percent payment, but 6-percent 
is today, but we need to do something payment. 
right now. The $5 copayment is the ab- Mr. President, I hope that the 
solute minimum we ought to do. I urge amendment to remove this provision in 
my colleagues to stay with this very the bill will be rejected. I thank the 
small modest reform. I yield the floor. Chair. 

Mr. CHAFEE addressed the Chair. Mr. KENNEDY addressed the Chair. 
The PRESIDING OFFICER. Who The PRESIDING OFFICER. Who 

yields time? yields time? 
Mr. ROTH. I yield the Senator from Mr. KENNEDY. I yield 5 minutes of 

Rhode Island 5 minutes. the 15 minutes of Senator LAUTEN-
The PRESIDING OFFICER. The Sen- BERG'S time to myself. 

ator from Rhode Island. Mr. President, if we have to deal with 
Mr. CHAFEE. Mr. President, I think the overutilization of the home care 

today, as we go on to further consider- services, let's address that issue. We 
ation of this Medicare legislation, we understand that the person who sug-

gests the kind of medical procedure is 
the doctor. We, the Finance Com
mittee, are not making this statement 
in a vacuum. They have already in
cluded interim payment systems to 
deal with this issue for the elderly peo
ple. They already have prospective pay
ments. They have made important 
changes already to address this issue. 

I would think that those Members 
who are standing on the floor of the 
U.S. Senate and saying, "Well, this is 
just a very modest kind of a program, 
and we ought to be able to afford it," 
also ought to be there to tell us how 
they are using the $5 billion to 
strengthen Medicare instead of using it 
for tax cuts. But, no, you haven't heard 
one of them say that. You haven't 
heard one of them say, "We're going to 
reduce the overutilization so we can 
treat our elderly people better by addi
tional kinds of services. " Absolutely 
not. They are silent on that issue-si
lent on that issue. 

The President of the United States 
had a more generous preventive pro
gram than the Finance Committee, and 
it was paid for without copayments. 
You can't have it both ways, I say to 
my colleagues. The President of the 
United States had a more generous pre
ventive health care program for our 
senior citizens without the copay in 
the Finance Committee. No, no , they 
want to juggle the numbers, and that is 
what they have done. They have taken 
those billions of dollars, put an un
funded mandate on the States, required 
the Federal Government to max the 
Medicaid with $900 million and are put
ting that kind of $5 burden on the sen
iors. 

Who are these people? Just about 
half of them earn less than $10,000; 25 
percent of them are over the age of 85; 
two-thirds of them are women; one
third of them live alone. As any profile 
shows, these are the most vulnerable in 
our society. Mr. President, $5 might 
not be much when we are talking about 
the size of these budget items, but it is 
a key factor, certainly it was in the 
marvelous testimony that we had from 
a wonderful resident who talked about 
what $5 meant for her ability to receive 
services at home. 

As we say, the doctors are the ones 
who are making those decisions. It is 
just amazing to me, as we are begin
ning this debate, to say we are going to 
put the $5 copay in there that the Sen
ate made a decision not to put there as 
a result of extensive hearings. It was 
reported bipartisan, with bipartisan 
leadership. So they say that we are 
going to just wipe that out, that was 
never talked about during the time we 
were talking about a balanced budget. 

The final point that I will make is 
that we are going to require taking $5 
billion out of the pocketbooks pri
marily of elderly women and putting it 
right over here for tax cuts for the 
wealthiest individuals, which we will 



June 24, 1997 CONGRESSIONAL RECORD-SENATE 12057 
be voting on. That is what is out there. 
If we are going to change the process of 
procedures in terms of treatment of 
people at home, let's do it, but let's do 
it in sunlight, let's do it as a result of 
hearings, let's do it as part of the over
all Medicare de bate rather than the 
one that was done by the Senate Fi
nance Committee. 

Mr. President, I withhold the remain
der of time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. There is no time left 

on the amendment? 
The PRESIDING OFFICER. The Sen

ator from Massachusetts has 30 seconds 
on the amendment. 

Mr. DOMENIC!. Will the Senator 
yield back his time? Do we have time 
left? 

The PRESIDING OFFICER. Two and 
a half minutes. 

Mr. DOMENIC!. We yield back any 
time we have on the amendment. 

Mr. KENNEDY. Mr. President, I will 
take the 30 seconds to just add to the 
point not only on the substance of this 
that we have debated but also CBO. Ev
eryone who votes against my par
ticular amendment will be saying to 
the States, $600 billion-$600 billion-in 
CBO spending for the poorest of the 
poor. This is the granddaddy of all un
funded mandates. It is going to be so 
interesting, all those people who make 
all the speeches about unfunded man
dates, how they are going to vote on 
that. 

Mr. President, I ask unanimous con
sent that the excellent letter from 
former Senator Ted Moss that is re
lated to this subject be printed in the 
RECORD. 

There being no objection, the letter 
was ordered to be printed in the 
RECORD, as follows: 

Washington, DC, June 23, 1997. 
Hon. EDWARD M. KENNEDY, 
U.S. Senate, 
Washington, DC. 

DEAR SENATOR KENNEDY: The Senate is 
currently considering legislation to fun
damentally change the nature of the Medi
care program. I agree that it is time we ex
amined Medicare; however, I would hate to 
see us repeat some of the mistakes we made 
in the past. 

I was the author in 1965 of the amendment 
which included home health care coverage 
under Medicare. Congressman Claude Pepper 
introduced the legislation in the House. Our 
original legislation required seniors to pay 
some portion of their home care costs out-of
pocket. However, studies by the Senate Com
mittee on Aging and the General Accounting 
Office persuaded me in 1972 to work with 
Senators Edmund Muskie (D-ME) and Gay
lord Nelson (D-WI) to delete the copayment 
provision. Our studies clearly indicated that 
copayments: cost Medicare more to collect 
in administrative costs than they saved the 
program; denied access to care and fell most 
heavily on those who can least afford it; 
pushed families into poverty and loved ones 

unnecessarily into institutions, resulting in 
increased costs to the states and the federal 
government through the Medicaid program; 
and increased costs to Medicare because peo
ple put off care until they had to be hospital
ized. 

I am writing to you today because a provi
sion was added in the Senate Finance Com
mittee proposal to require seniors to pay a 
$5.00 copayment beginning with the very 
first visit, up to a total of $760. Copayments 
were a bad idea in my original bill in 1965 
and for the same reason they are a bad idea 
today. I am writing to urge you not to repeat 
the mistakes that we made in the past. 

The home care portion of Medicare is 
small, representing 9.7 percent of the total, 
and yet home care has been saddled with dis
proportionate cuts-fully 17 percent of all of 
the Medicare reductions. Most of these re
ductions come at the expense of home care 
providers, which is bad enough, but the co
payment provision is particularly intoler
able because it comes at the expense of con
sumers. 

A strong case can be made for expanding 
the scope of home care under Medicare to 
cover long-term care. Approximately ten 
million individuals who suffer from multiple 
disabilities are struggling to care for them
selves, going without the care that they 
need, or waiting until an expensive admis
sion to a hospital emergency room is the 
only answer. Let's do our best to improve 
Medicare and not make it less responsive to 
the needs of our seniors. 

I am writing to ask that you support an 
amendment by Senator Edward M. Kennedy 
that would delete the copayment proposal. I 
encourage you to support Senator Kennedy 
in his amendment. 

Sincerely, 
FRANKE. Moss, 

U.S. Senator (ret.). 

Mr. KENNEDY. Mr. President, I am 
prepared to yield back the remainder 
of my time. 

The PRESIDING OFFICER. All time 
has been yielded back. 

Mr. ROTH. Mr. President, I move to 
table the Kennedy amendment and ask 
for the yeas and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion 
to lay on the table amendment No. 429. 
The yeas and nays have been ordered. 
The clerk will call the roll. 

The bill clerk called the roll. 
The result was announced- yeas 60, 

nays 40, as follows: 

Abraham 
Allard 
Ashcroft 
Baucus 
Bennett 
Bond 
Breaux 
Brown back 
Bryan 
Burns 
Campbell 
Chafee 
Coats 
Cochran 
Conrad 
Craig 

[Rollcall Vote No. 111 Leg.] 
YEAs-60 

De Wine Inhofe 
Domenici Jeffords 
Enzi Kempthorne 
Faircloth Kerrey 
Frist Kyl 
Gorton Lieberman 
Graham Lott 
Gramm Lugar 
Grams Mack 
Grassley McCain 
Gregg McConnell 
Hagel Moseley-Braun 
Hatch Moynihan 
Helms Murkowski 
Hutchinson Nickles 
Hutchison Robb 

Roberts 
Roth 
Santorum 
Sessions 

Akaka 
Bi den 
Bingaman 
Boxer 
Bumpers 
Byrd 
Cleland 
Collins 
Coverdell 
D'Amato 
Dasch le 
Dodd 
Dorgan 
Durbin 

Shelby 
Smith (NH) 
Smith (OR) 
Stevens 

NAYS-40 
Feingold 
Feinstein 
Ford 
Glenn 
Harkin 
Hollings 
Inouye 
Johnson 
Kennedy 
Kerry 
Kohl 
Landrieu 
Lautenberg 
Leahy 

Thomas 
Thompson 
Thurmond 
Warner 

Levin 
Mikulski 
Murray 
Reed 
Reid 
Rockefeller 
Sar banes 
Sn owe 
Specter 
Torricelli 
Wells tone 
Wyden 

The motion to lay on the table the 
amendment (No. 429) was agreed to. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote. 

Mr. ROTH. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

Mr. SARBANES addressed the Chair. 
The PRESIDING OFFICER (Mr. 

SMITH of Oregon). The Senator from 
Maryland. 

Mr. SARBANES. Will the Senator 
from New Jersey yield me 5 minutes? 

Mr. LAUTENBERG. I am pleased to 
yield the Senator from Maryland up to 
10 minutes. 

The PRESIDING OFFICER. The Sen
ator from Maryland is recognized. 

Mr. SARBANES. Mr. President, I 
want to commend the distinguished 
Senator from Massachusetts for offer
ing the amendment just voted upon. I 
think the failure of this amendment 
dramatically illustrates one of the dif
ficulties plaguing this spending rec
onciliation bill. This bill, when com
bined with the tax breaks approved by 
the Senate Finance Committee and the 
House ·Ways and Means Committee, 
places a disproportionate share of the 
burden of deficit reduction on ordinary 
citizens. You can't consider the spend
ing reconciliation bill separate and 
apart from the tax bill we will debate 
later this week; the two are linked in 
the budget plan. And when considered 
in connection with the tax cuts we will 
soon discuss here, the spending cuts in 
this reconciliation bill reflect a flawed 
set of priorities for the Nation. 

Now, this spending bill contains pro
gram reductions impacting numerous 
Americans, many of whom face ex
treme financial difficulty and are at 
the low end of the income scale. At the 
same time, the tax bill that is also part 
of the budget gives benefits to people 
at the top end of the income and 
weal th scale. That is the set of prior
i ties that is reflected in this spending 
bill and in the budget as a whole. 

Take as an example the home heal th 
copayment provision just voted upon. 
As the Senator from Massachusetts 
pointed out in discussing his amend
ment, 43 percent of home health users 
have incomes under $10,000 per year- I 
repeat, 43 percent have incomes under 
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$10,000 per year. Two-thirds of the peo
ple requiring home health visits are 
women, and one-third of those are 
women living alone. The Office of Man
agement and Budget has stated: " We 
are concerned that a copayment could 
limit beneficiary access to the ben
efit. " These are the kinds of people af
fected by the program cuts in this bill 
such as the one that the Senator from 
Massachusetts sought to strike-people 
who lie at the bottom end of the in
come scale, and who can ill-afford even 
a $5 copayment requirement. 

At the same time that we require 
this $5 copayment and other similar 
cost-cutting provisions, we also include 
tax cuts in the budget plan. Now, g·iven 
the objective of a balanced budget, the 
inclusion of tax cuts in the budget plan 
necessitates program reductions sub
stantially greater than would be need
ed to eliminate the deficit if tax breaks 
were not part of the budget plan. Let 
me repeat that. Given the objective of 
a balanced budget, toward which we 
are all embarked, the inclusion of tax 
cuts in the budget plan requires pro
gram reductions substantially greater 
than would be needed to eliminate the 
deficit if tax breaks were not a part of 
the plan. · 

The math is simple. The budget reso
lution provides for $85 billion in net tax 
cuts over the next 5 years and $250 bil
lion in net tax cuts over the next 10 
years. 

In the framework of a balanced budg
et, these tax cuts require additional 
program reductions of $85 billion over 
the next 5 years and $250 billion over 
the next 10 years over what would oth
erwise be required. 

In other words, because you are ap
proving tax cuts, you need to locate 
program reductions sufficient to offset 
the tax cuts. Now, the structure of the 
tax bills reported out by the tax com
mittees makes it clear that those at 
the very top of the income pyramid 
will receive very substantial tax 
breaks-thereby absenting themselves 
from the deficit reduction effort, in
deed shifting the burden to others
while ordinary people will carry a 
greater burden of program reductions 
to compensate for the tax breaks. 

Many programs important to ordi
nary citizens are being reduced to pay 
for capital gains tax cuts, inheritance 
tax cuts, and IRA expansion that will 
benefit the wealthiest people in the Na
tion. The cuts in Medicare and Med
icaid- such as the one the Senate just 
voted to sustain- are examples of such 
reductions in vital programs. 

After looking at which Americans 
are affected by the program reductions 
in this bill, look at the distributional 
effects of the tax cuts that are also 
part of the budget. The tax bills re
ported from the Finance and Ways and 
Means Cammi ttees give the top 1 per
cent of the income scale the same per
centage of the tax benefits as the bot-

tom 60 percent on the income scale. At 
the same time, in order to make room 
for these tax breaks, we are reducing 
programs such as the one that we just 
voted on, which impact heavily on peo
ple who really cannot afford such re
ductions. 

Mrs. BOXER. Mr. President, the Sen
ate is not in order. 

The PRESIDING OFFICER. The Sen
ate will please come to order. 

Mr. SARBANES. Mr. President, 
Members need to ask themselves 
whether they support the priorities re
flected by these choices. For every dol
lar lost to the Treasury in tax cuts, a 
dollar must be added to the Treasury 
through reductions in programs that 
are essential to many of our citizens. If 
there were no tax cu ts, or if the tax 
cuts were less than what is being pro
jected, we wouldn' t have to cut the 
home health program. These two 
things-tax cuts and program cuts
have to be understood together, even 
though they have been separated into 
two bills. The fact of the matter is that 
the whole budget plan, in order to pro
vide for upper income tax breaks, has 
to reduce programs to offset the cost of 
the tax breaks. And the vote we just 
had is one example of a program that is 
being reduced. · 

So, in assessing this reconciliation 
bill that is before us, we need to ask 
ourselves whether providing tax breaks 
to the very well to do should be a high
er priority than adequate funding for 
programs essential to the well-being of 
ordinary citizens. On each amendment 
we have to ask this very question: I re
peat, is it more important to give a 
upper income tax breaks-and, in order 
to compensate for them, to cut pro-

. grams such as the very program that 
we just voted on with respect to home 
health copayment, a program which 
clearly helps people at the very lower 
end of the income scale-or to preserve 
programs vital to ordinary Americans? 

I think that question needs to be 
asked again and again as we confront 
these various proposals to deal with 
the program reductions that are con
tained in the reconciliation bill that is 
before us. 

Mr. President, I would like to address 
one other item with respect to what we 
are confronting in this budget debate 
because it looks to the future. 

Mr. President, the Los Angeles Times 
just yesterday published an article en
titled "Tax-Cut Plans Could Reseed 
Deficit. " 

I quote: " Analysts liken House and 
Senate bills as time bombs set to begin 
detonating shortly after 2002--the tar
get date for balancing the Federal 
budget. " 

I ask unanimous consent that the ar
ticle be printed in the RECORD at the 
conclusion of my remarks. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(See exhibit 1.) 

Mr. SARBANES. Mr. President, this 
·article points out that under versions 
of the tax bills approved by the Tax 
Committees in the two Houses, the rev
enue loss to the Treasury would take 
off, starting in the year 2003 and con
tinuing for many years thereafter. 
What has happened is the tax cuts have 
been crafted in such a way that they 
artificially are held down in the early 
years to stay within the terms of the 
budget agreement. But because of back 
loading the principal revenue impact 
comes in later years. 

Robert Reischauer, the former head 
of the Congressional Budget Office, 
said, and I quote him: 

. . . warns that of all the debate sur
rounding the House and Senate tax bills
whether the reductions are skewed too much 
toward the wealthy, or whether they would 
overheat the economy-" this is the critical 
issue. " 

I again quote him: 
If the tax bill explodes, it will explode just 

at the time that the baby-boom generation is 
beginning to retire and when we will need 
every penny we can get our hands on to pay 
for Medicaid, housing, transportation, and 
food stamps. 

Moreover, many of the tax cuts contained 
in the two bills " would not be easily revers
ible" if the Government decided that it need
ed the extra revenue after all to pay for 
these vital programs. 

The figures are very stark. 
[The figures] . . . compiled by the congres-

. sional Joint Committee on Taxation show 
that during the first five years, the tax cuts 
would result in a net loss to the Treasury of 
$85 billion-precisely what the budget agree
ment has allocated ... 

But the figures also show that the House 
tax writers have held down the initial costs 
by phasing in some of the reductions slowly. 
Once the provisions are fully in effect the 
cost of the package jumps dramatically. 

As a result, while the House provisions 
would drain about $18.4 billion from the 
Treasury in 1999, by 2007, the annual cost 
would soar to $41.8 billion-more than double 
the ear lier amount. 

So, in other words, you come to the 
end of the 10-year period upon which 
limitations have been placed by the 
budget agreement and you have the 
revenue loss projected on trend lines 

· that simply take off over the second 10 
years. Some estimates have placed this 
loss at $600 to $700 billion over the next 
10 years-2008-17-compared to a $250 
billion cost over the first 10 years, 1998-
2007. 

The same criticism applies to the 
Senate Finance Committee version-a 
little less, but not much. Moreover, as 
I have noted, both bills threaten the 
deficit through· backloaded, phased-in 
tax cuts, which principally benefit the 
wealthy. 

Mr. President, as pointed out in this 
Los Angeles Times analysis, three of 
the main provisions in these tax bills
IRA 's, capital gains, and inheritance 
taxes-make heavy use of gimmicks, 
including delayed effective dates, slow 
phaseins, and timing shifts in revenue 



June 24, 1997 CONGRESSIONAL RECORD-SENATE 12059 
collections to minimize the revenue 
losses that these tax cuts cause in the 
early years. But then the costs begin to 
rise sharply, and they accelerate as 
you move into the outyears. 

In short, these cuts place the whole 
deficit reduction effort at risk. 

So we have two things happening 
here. First of all, the tax cuts are in
equitable as we have just seen because 
you do something like this home 
health copayment charge at the same 
time that you give a tax break at the 
top of the income scale. Forty-three 
percent of the people who use home 
health services have incomes of less 
than $10,000 a year, and now will have 
to make a payment of up to $760 a year 
under this bill for home health care be
fore they get some assistance. At the 
same time you are giving a tax break 
to people at the top end of the income 
scale on capital gains, on inheritance 
tax, and on delayed IRA's. 

Second, the broader question, what 
Reischauer called the critical issue, is 
the fact that the tax bill is structured 
in such a way that the cost of the tax 
bill will simply take off after the year 
2007. It will start moving out after the 
year 2002, the so-called balance year, 
and then after the year 2007 it will real
ly take off and we will then be con
fronted with a major threat to our fis
cal stability. As this Los Angeles 
Times article said, the "Tax-Cut Plans 
Could Reseed Deficit." 

The whole purpose of this exercise is 
to eliminate the deficit, which is not 
being done. 

Mr. President, I yield the floor. 
EXHIBIT 1 

TAX-CUT PLANS COULD RESEED DEFICIT 
(By Art Pine) 

WASHINGTON.-Prospects for keeping the 
federal budget balanced after 2002, the year 
that President Clinton and Congress hope to 
eliminate the deficit, are being threatened 
by a ticking time bomb: the tax-cut bills 
that Congress will take up this week. 

Under versions approved by the Senate Fi
nance Committee and the House Ways and 
Means Committee, the revenue loss to the 
Treasury would take off, starting in 2003, and 
continue for many years after that, most 
budget experts say. 

Robert Greenstein, an analyst for the non
partisan Center on Budget and Policy Prior
ities, says both tax-cut measures have been 
crafted to keep the impact of the cuts "arti
ficially low" for the first few years to stay 
within the bipartisan balanced-budget agree
ment. 

Such " back-loading" of the maximum rev
enue impact, he and other fiscal experts say, 
could threaten the government's fiscal integ
rity just as it is likely to be saddled with 
added costs related to the aging of the baby 
boom generation. 

Robert D. Reischauer, a Brookings Institu
tion budget-watcher, warns that of all the 
debate surrounding the House and Senate 
tax bills-whether the reductions are skewed 
too much toward the wealthy, or whether 
they would overheat the economy-"this is 
the critical issue." 

" If the tax bill explodes, it will explode 
just at the time that the baby boom genera-

tion is beginning to retire and when we will 
need every penny we can get our hands on to 
pay for Medicaid, housing, transportation 
and food stamps," Reischauer said. 

Moreover, many of the tax cuts contained 
in the two bills ''would not be easily revers
ible" if the government decided that it need
ed the extra revenue after all, Reischauer 
contends. Adjusting capital gains for infla
tion, for example, would be difficult to undo 

The figures are stark by any standard. 
Estimates compiled by the congressional 

Joint Committee on Taxation show that dur
ing the first five years, the tax cuts would 
result in a net loss to the Treasury of $85 bil
lion-precisely what the budget agreement 
has allocated for the measure's cost. 

But the figures show that the House tax 
writers have held down the initial costs by 
phasing in some of the reductions slowly. 
Once the provisions are fully in effect, the 
cost of the package jumps dramatically. 

As a result, while the House provisions 
would drain about $18.4 billion from the 
Treasury in 1999, by 2007, the annual cost 
would soar to $41.8 billion-more than double 
the earlier amount. 

And Greenstein's group estimates that if 
the cost of the Ways and Means Com.mi ttee 
package escalates at its 2004-2007 pace, the 
cumulative revenue loss for the second 10 
years-from 2008 to 2017-would surge to $600 
billion or more. 

The Senate Finance Committee version of 
the bill ls only slightly less explosive. The 
revenue drain rises from $19. 7 billion a year 
in 1999 to $40.2 billion in 2007-again totaling 
$85 billion for the five years covered by the 
bipartisan budget accord. 

Once more, however, calculating the sec
ond decade's cost once the provisions have 
been fully phased in raises the annual rev
enue shortfall to $74 billion in 2017, Green
stein's group estimates. For the measure's 
second decade-from 2008 to 2017-it swells to 
$550 billion. 

Greenstein and Iris J . Lav, another re
searcher at the center, attribute the bulk of 
the explosion in 2004 and beyond to a handful 
of provisions that provide primarily benefit 
higher-income taxpayers: cuts in the taxes 
on capital gains, inheritance and individual 
retirement accounts. 

All three provisions " make heavy use of 
gimmicks-including delayed effective dates, 
slow phase-ins and timing shifts in revenue 
collections-to minimize the revenue losses 
[that] these tax cuts cause during the first 
five years," the two analysts argue. 

" Their costs then begin to rise sharply, 
with the pace at which these costs increase 
accelerating in 2006 and 2007." 

The House provision to allow taxpayers to 
adjust their capital gains to eliminate the 
impact of inflation is particularly vulnerable 
to cost spiraling. Under the terms of the 
House bill, taxpayers would not actually 
begin using it to lower their taxes until 2004. 

Republicans are unapologetic about the ap
parent trends. Senate Majority Leader Trent 
Lott (R-Miss.) told a news conference Friday 
that while Republicans deplore the possi
bility that the cost of the tax cut might ex
plode, that is not the important point. 

While Lott said Republicans "agreed we 
would not take actions" that would cause 
fiscal distress beyond 2002, he added. "The 
idea of having significant tax cuts for work
ing Americans, I love it! " 

But Reischauer and other critics are less 
sanguine. The nation already is facing a pos
sible revival of large budget deficits when 
the baby boom generation reties, they say, 
and the prospect that policymakers will be 
able to cut spending then is dubious. 

Many budget analysts predict that the bi
partisan accord Congress and Clinton 
reached this past spring already runs the 
risk that the budget balancing-if it actually 
does occur in 2002, as predicted-will be brief 
and that the deficit will begin widening 
again. 

" With the vanguard of the baby boom gen
eration having already reached age 50, the 
nation cannot afford to budget with this 
type of sleight of hand, " Greenstein said. 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. Mr. President, I 

yield myself 5 minutes to respond to 
the distinguished Senator from Mary
land. 

First, let me suggest that there are 
some Senators who want tax cuts. 
There are some Senators who want 
only certain kinds of tax cuts. I have 
never found a tax cut that the Senator 
from Maryland agrees with. 

So we ought to start the argument by 
understanding that he is against the 
tax cut in this bill and probably any 
comparable tax cuts because he just 
doesn't like to cut taxes. 

Having said that, let me just talk 
about some of the arguments he made. 
First of all, I am very pleased that this 
is a bipartisan effort to create some 
sense out of the havoc that is going to 
come down on the Treasury of the 
United States if we don't find some 
way to control home health care costs 
under part B for the seniors of our 
country. 

Everybody should understand, in
cluding the seniors, that what we did 
in this package and what is being done 
in the House package is very, very ben
eficial to the senior citizens. In each 
bill we took half of the home health 
care costs-the fastest growing pro
gram in America, on average, 30 per
cent-we took half of that program out 
of the trust fund thus eliminating im
minent bankruptcy. And we said, "Sen
iors, you don't have to pay for that out 
of your trust fund." 

We did not hear anything from sen
iors, or the AARP, other than the 
AARP said "thank you" because, obvi
ously, that is a very big gift which we 
did in order to make that trust fund 
solvent. We then put that amount of 
money down, and said let the taxpayers 
pay for it. So the Finance Committee 
came along and said, well, if the tax
payers are going to pay for it, we ought 
to start putting some control in it so 
that it will make sense in terms of 
costs. And the argument has been made 
by those who oppose what the com
mittee did-and I don't serve on the 
committee-but the argument has been 
made that there are many poor seniors 
who can't afford the deductible. 

Let's repeat again. If they are poor, 
the Medicaid Program of America pays 
their deductible. Let me repeat. For 
poor seniors, the Medicaid Program 
pays their deductible. 

Frankly, I believe every other as
pect-I am not an expert but I asked 
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about this-every other aspect of deliv
ering health care, hospitals and others, 
all have some kind of deductible. They 
do not have a deductible because we 
like to charge people where we could 
afford to give them something free. But 
we have deductibles so that everybody 
understands, including the recipient, 
that the program costs some money. 
Historically it has been a pretty good 
way to get that message across to the 
users. 

The last argument being made by my 
friend from Maryland is a New York 
Times article that says the tax bill, 
which will come up next in the Senate 
and which already is on the House side, 
except ours is a little better in terms of 
the middle-income people-and he has 
an article from a newspaper which says 
that the tax bill is not good for middle
income Americans. 

Let me suggest to the Senate that we 
don't have a New York Times article. 
We have the Congressional Budget Of
fice. We have the Joint Tax Committee 
and every major accounting firm in the 
country that looks at this say to the 
contrary. In fact, let me tell you what 
the overwhelming evidence is that will 
soon be available from the Joint Tax 
Committee but also what our own firm 
that does our work for us says. They 
say that, at a minimum, 75 percent of . 
the tax cut goes to those Americans 
who earn $75,000 and less. That is not a 
bad distribution. 

In fact, I believe before we are fin
ished, when we take into account the 
other things the Finance Cammi ttee 
did, it will probably be more like 78 
percent of all of the tax cuts that are 
in this package will go to people in 
America earning $75,000 and less. 

Now, that leads me to believe that 
those who want to attack the bill be
cause of its distribution among tax
payers just do not want any tax cuts 
or, and here I will say unequivocally, 
that the White House chooses to attack 
this package because they have their 
own method of figuring out how much 
the American taxpayers earn and, be
lieve it or not, the White House criti
cism- I yield 5 additional minutes off 
the bill-believe it or not, under the 
White House approach taxpayers 
should understand-and I say this to 
my friend from Texas-if they own a 
house, they are charged under the 
White House approach to this with re
ceiving rent from the house equivalent 
to its value. So if you earn $25,000, and 
you have a house worth $100,000--the 
rent should be $10,000 on the house
you have earned $35,000. 

Now, in addition, they also say if you 
have any capital gains-listen to this
they impute to you the . value of the 
capital gain. 

Now, the point of it is that the Joint 
Tax Commission approaches it in a 
completely different way. Accountants 
who have looked at it-and I will put a 
letter in from a major accounting 

firm- tell us that, indeed, this distribu
tion under this tax bill, which is prob
ably made better when they put $250 
into the earned-income tax receipt-
that probably makes the distribution 
better, but they tell us it is like 75 per
cent for $75,000 and under. 

Now, I want to try to make a point 
because already the American people 
have been told, principally by White 
House spokesmen, that this tax bill is 
for the rich. We ourselves must set 
about to tell the American people the 
truth, and that will not be easy be
cause every time somebody stands up 
who opposes the capital gains tax or 
the like, they are going to immediately 
say this tax bill is not good for average 
Americans. 

So 3 years ago, in 1993, now on 4 
years, the White House used, I say to 
Senator GRAMM, this same method of 
distributing earnings in another ven
ture with the Congress, and I want to 
read and quote what David Brinkley 
said on one of his ABC wrapups of his 
own show about the way the White 
House fig·ures the distribution of taxes, 
and so let me start. All of this is a 
quote from him. 

A few words about Federal taxes and what 
some of the great minds in the United States 
Treasury are thinking about. The Treasury 
likes to calculate the American people's 
ability to pay taxes based not on how much 
money we have but on how much money we 
might have or how much we could have. For 
example, a family that owns a house and 
lives in it, the Treasury figures that if the 
family didn 't own the House and rented it 
from somebody else, the rent would be $500 a 
month, so it would add that amount, $6,000, 
to the family 's so-called imputed income. 
Imputed income is income you might have 
had but don't-

Said the distinguished news man 
Brinkley. 

.They don ' t tax you on that amount. 
Nobody taxes you on that amount. 
Now, concluding: 
The IRS does not play silly games like 

this. Instead, the Treasury calculates how 
much you could take away from us if you de
cided to. If that were the system, consider 
the possibilities. How about being taxed on 
Ed McMahon's $10 million magazine lottery. 

Maybe you might get that so why not 
tax you based on that. 

I didn't win it, you say, but you could 
have. The Treasury must have something 
better to do-

He said. 
If not, there 's a very good place for Clinton 

to cut some spending. From all of us at 
ABC-

He went on to say
Thank you. 
We are going to start today, Mr. 

President, with this little sermon. We 
are going to start wherever anyone will 
listen to us and wherever any col
umnists are who write about this tax 
bill and we are going to tell them the 
truth, and we are going to ask them to 
read the Brinkley column about how 
the United States Treasury Depart-

ment figures out what income people 
are earning. And frankly, they are also 
going to say, I say to Senator GRAMM, 
that this method of figuring out what 
somebody was earning was dreamed up 
in a Reagan administration. That is 
true. 

Mr. GRAMM. We killed the guy. 
Mr. DOMENIC!. But essentially you 

can do all of these kinds of models for 
different purposes. The purpose that it 
is being used for now is totally dis
torted in terms of what the American 
people themselves are going to realize 
and who is going to realize the benefits 
of this tax bill. So wherever anyone 
will listen, we will hope to get our oar 
in alongside of the Democrats- some, 
not all-who say this tax bill does not 
help average Americans. 

Several Senators addressed the 
Chair. 

ORDER FOR RECESS 

Mr. DOMENIC!. Mr. President, I still 
have the floor, and I want to ask unan
imous consent that the Senate stand in 
recess from the hour of 12:30 to 2:15 for 
the weekly policy 1 uncheons to meet 
and, further , that the recess time 
count equally against the remaining 
statutory time allotted for the rec
onciliation bill. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. SARBANES. Mr. President, will 
the Senator from New Mexico yield for 
a couple of questions? 

Mr. DOMENIC!. Mr. President, I have 
been told by the chairman of the Fi
nance Committee that they want to 
proceed on the amendment that is 
pending· and so I-

Mr. SARBANES. If the Senator will 
yield me just 2 minutes to respond to 
the point that was made. 

Mr. LAUTENBERG. If the Senator 
from Maryland will indulge me for just 
a minute. The chairman said proceed, 
and I am wondering how far we want to 
proceed because if we are going to sus
pend at 12:30 until 2:15, there is a vote 
pending, I assume, I ask the distin
guished chairman of the Finance Com
mittee, and would you want to estab
lish a time certain now for voting after 
lunch? 

Mr. ROTH. I would like to have a 
vote before we recess for lunch. 

Mr. LAUTENBERG. There is, I un
derstand- I ask the Chair-an hour's 
worth of debate evenly divided for the 
discussion of the waiver of the point of 
order. 

Mr. DOMENIC!. That is correct. 
Mr. LAUTENBERG. If we have just 

had a unanimous-consent agreement to 
leave here at 12:30, how does one ac
commodate an hour's worth of time? 

Mr. DOMENIC!. One doesn't. One as
sumes that both sides would like to 
take less. 

Mr. LAUTENBERG. Well, I think in 
a survey of my side, Mr. President, I 
cannot accommodate that notion. Now, 
if the Republicans are willing to give 
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up their side, we can do it in a half 
hour. 

Mr. DOMENIC!. Mr. President, let me 
try this on with everybody who is here. 

Senator DURBIN wants a full hour? 
How much time does the chairman 

think he needs? 
Senator DURBIN gets a half hour. 
Mr. ROTH. We want the half hour. 
Mr. DOMENIC!. You want the half 

hour. 
That means we could not vote until 

after lunch. Very well, why don 't we do 
this. We want to use the whole time. It 
is 5 minutes of 12. We would then go 
until 12:30. That is 35 minutes and then 
25 minutes upon return. 

Mr. LAUTENBERG. At 2:15. So that 
would be at 20 to 3. 

Mr. DOMENIC!. The first 25 minutes 
upon return to the floor will be used on 
this amendment and then a vote will 
follow. 

Mr. LAUTENBERG. At that time. 
Mr. DOMENIC!. At this point we will, 

the time preceding our recess will be 
used on the motion to waive as equally 
divided as possible. 

Mr. LAUTENBERG. The Senator 
from Maryland asked for a couple of 
minutes before we start the debate on 
the motion to waive. 

Mr. DURBIN. Mr. President, reserv
ing the right to object and acknowl
edging the fact that the Senator from 
New Jersey may yield to my friend and 
colleague from Maryland, can we say 
that the calculation be based on how 
much time is remaining on the debate 
when we do break at 12:30? 

Mr. DOMENIC!. Yes, that is fine. 
I do not want to use any additional 

time. I want them to use it. But if the 
Senator insists on 2 minutes, I am not 
going to object. 

Mr. LAUTENBERG. I therefore yield 
2 minutes of the time on the bill. 

Mr. DOMENIC!. May we indicate the 
unanimous-consent request is that as 
soon as the 2 minutes is up we imme
diately move to the 65-67 issue? 

Mr. GRAMM. May I just ask a ques
tion? Are we going to have the full 
hour to debate this thing, so we will 
debate it some when we come back 
from lunch? 

Mr. DOMENIC I. Yes. 
Mr. GRAMM. So nothing we are 

doing in going to lunch or listening to 
the rich people getting a tax break, 
none of that is limiting our time? 

Mr. DOMENIC!. No. He is only going 
to take 2 minutes on that issue. 

The PRESIDING OFFICER. The Sen
ator from Maryland is recognized for 2 
minutes. 

Mr. SARBANES. I thank the Chair. 
Mr. President, I sought the 2 minutes 
because I wanted to respond to the 
points made by the chairman of the 
Budget Committee. First of all, he 
said, if these senior citizens had dif
ficulty with the copayment require
ment, they could get Medicaid. That is 
true if they are at the poverty level or 

below- approximately $9,000 of income 
or less. But you have a lot of people 
that are above the poverty level who 
cannot afford this, and who, without 
Federal assistance, will suffer these 
program reductions at the same time 
that those at the upper income level 
receive tax breaks. 

Second, we are told that the distribu
tion tables show that these tax cuts are 
not going disproportionally to the 
upper end of the scale. Well, that is be
cause of the backloading gimmicks 
that are in the tax bill. In fact, the 
capital gains and IRA proposals on 
which the distribution tables are based 
through the year 2002 show no net rev
enue loss- no net revenue loss-for 
that 5-year period of time, which is the 
sole subject of the distribution table. 
Yet, the combined revenue loss from 
those provisions for the period 2003 
through 2007 is $51 billion. And that is 
never calculated in the distribution ta
bles, let alone the cost of these tax 
breaks in the years after 2007, which, as 
I mentioI}.ed before could well be stag
gering and totally destructive of the 
deficit reduction effort. 

Moreover, as a consequence of such 
backloading, the upper income tax pro
visions account for a growing propor
tion of the tax package over time. In 
the year 2003, outside the scope of the 
distribution tables that the chairman 
was citing, they will account for 30 per
cent of the gross cost of the tax cuts. 
By 2007, the figure is 42 percent. And as 
you move out into the next decade, 
they very quickly eat up more than 
half of the tax breaks. 

Now, the way these cuts are struc
tured makes the Joint Tax Committee 
analysis an inadequate indicator of the 
distribution effect of these tax cuts. 
Because of the way they are struc
tured, with the backloading, a 5-year 
distribution table shows that they are 
not costing any revenue. But if you 
carry the cuts out beyond the 5-year 
period, they cost very significant rev
enue. And by the year 2010, it is esti
mated that a majority of the tax cuts 
in the package will be directed to the 
upper income sector of the population. 

Now, as I stated earlier, the fact that 
you are making those tax cuts requires 
you, since you are trying to reach a 
balanced budget, to make program 
cuts. So you have to look at the tax 
cuts reported by the committee and 
weigh them against the program cuts. 
Here you have home heal th care being 
cut, with 43 percent of the people who 
use home health care making under 
$10,000, and here you also have tax 
breaks given to people at the very top 
of the income scale. These are not the 
right priorities for the Nation. 

The PRESIDING OFFICER. The Sen
ator's time has expired. 

Mr. SARBANES. I thank the ranking 
member for yielding me time. 

Mr. DOMENIC!. Mr. President, I 
yield all the time on this issue to the 

chairman of the Finance Committee, 
for his control under the Budget Act. 

The PRESIDING OFFICER. The 
question pending is the motion to 
waive the Budget Act in response to a 
point of order raised against section 
5611 on the grounds that it violates sec
tion 313(b)(i)(A) of the Congressional 
Budget Act. 

Who yields time? 
Mr. ROTH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware. 
Mr. ROTH. Mr. President, I yield my

self 3 minutes. 
Mr. President, I asked for a waiver 

because I oppose the point of order on 
the age of eligibility in the bill. What 
we are proposing to do is to make the 
age of eligibility for Medicare conform 
with Social Security. The age of eligi
bility will change from 65 to 67, which 
will be phased in over a 24-year period 
beginning in 2003 and ending in 2027. 
This is a very, very modest approach to 
an extremely serious problem. What we 
are concerned about is the solvency of 
Medicare. The solvency of Medicare is 
of critical importance as part A is seen 
going bankrupt by the year 2001. By the 
year 2007, if we do not make significant 
change, the program is at a loss of one
half trillion dollar. What we are seek
ing to do here, by making the age of 
eligibility for Medicare reform conform 
with Social Security, is to take a mod
est step forward to assure the solvency 
of this most important program. 

The bipartisan Commission on the 
Future of Medicare will be required to 
analyze and report back the feasibility 
of allowing individuals between age 62 
and Medicare eligibility the option to 
buy into Medicare. As I said, our provi
sion will help us extend solvency in the 
program. It is, I think, the very least 
we should do. The average life expect
ancy for a man or a woman over age 65 
has been steadily improving. People 
are living longer, they are leading 
more vibrant lives, and this means that 
changing the eligibility age for Medi
care will follow our natural demo
graphic progression. In fact, around the 
time Medicare was enacted, the aver
age life expectancy for men at age 65 
was about 13 years, for women about 16 
years. In 2030, when this provision is 
fully phased in, average life expectancy 
at age 65 for men is anticipated to be 
about 17 years, and 20.5 years for 
women. This is a very modest step to 
bring about significant reform. It is 
critically important that we show that 
we have the courage to take these 
steps on behalf, not only of our senior 
citizens of today, but the increasing 
number that will join this group in 2010 
and later. 

It is, in a way, very ironic that a 
point of order was made on this mat
ter, because while it is true that it will 
not have a significant impact on rev
enue in the early years because of the 
very, very compassionate way we are 
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introducing changing the age of eligi
bility, the fact is that this very modest 
approach will do a very, very great deal 
in the long term in helping the sol
vency Of this program. 

I cannot emphasize too much the im
portance of this change . . As I pointed 
out, it merely conforms to what al
ready has taken place in respect to So
ciai Security. It is a change that will 
make the program significantly more 
solvent in the long term, and I hope 
the Senate will assure that this lan
guage continues as part of the agree
ment. 

I yield the remainder of my time. 
The PRESIDING OFFICER. The Sen

ator from New Jersey. 
Mr. LAUTENBERG. Mr. President, I 

assume the distinguished chairman 
will be yielding further time on his 
side. At this point we have no requests 
for time now. 

Mr. ROTH. I yield 5 minutes to the 
distinguished Senator from Texas. 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mr. GRAMM. Mr. President, when 
Social Security started in the mid-
1930's, the average person paying into 
Social Security, given the lifespan pro
jections, was not projected to live long 
enough to get any of the benefits. In 
fact, we forget that when Social Secu
rity started, the average life expect
ancy of Americans was substantially 
less than 65. 

By 1983, Social Security had become 
insolvent. We were in danger, in the 
spring, of not being able to send out 
July checks. We had a crisis in Social 
Security, so we instituted a series of 
reforms to try to pull Social Security 
back in the black. One of those reforms 
was raising the retirement age begin
ning in the year 2003. Then over the en
suing 24 years it would be raised in 
small increments up to 67. We did it 
under crisis circumstances. I remember 
the vote. I was a young Member of the 
House at the time. It was adopted on a 
bipartisan vote. Nobody liked it, but 
everybody recognized that it had to be 
done. 

We did not make a similar change for 
Medicare then because Medicare was in 
the black. Today, our circumstances 
with Medicare are very, very different. 
If you look at this chart behind me, we 
currently are in this last small part of 
blue. Medicare is now in the process, 
very rapidly, of going bankrupt and the 
Medicare part A trust fund , which pays 
for hospital care, within 4 years will be 
insolvent. We expect Medicare , based 
on everything that exists now, to be a 
drain on the Federal Treasury of $1.6 
trillion over the next 10 years. 

Our problem is not only exploding 
costs, but the fact that we have a baby 
boomer generation that was born im
mediately after the war which made 
Medicare possible as all these baby 
boomers came into the labor market 
beginning in 1965. But 14 years from 

today, the first baby boomer retires. 
We will go from 200,000 people retiring 
a year to 1.6 million people retiring a 
year. The number does not change for 
20 years. We go from 5.9 workers per re
tiree in 1965, to 3.9 workers per retiree, 
to 2.2 workers per retiree. We are fac
ing a very great crisis in Medicare. 

We also face a timing crisis. Every
body knows we are going to have to 
raise the retirement age for qualifying 
for Medicare as we did for Social Secu
rity. Everybody knows it is going to 
have to be done. If we do it today, we 
are going to have time for it to phase 
in. But if we wait another 3 or 4 years, 
the phase-in for Social Security will 
have started and we are going to be 
forced to tell people who have planned 
for retirement that their Social Secu
rity benefits and their Medicare cov
erage are not going to cut in when they 
plan to retire. 

If we make this change today, people 
will have time to adjust. For example, 
I was born in 1942. If we pass this bill 
today, I will know that if I plan to re
tire at 65, that my Social Security ben
efits and my Medicare coverage will 
not cut in until I am 65 years 10 
months of age. So I have 11 years, if I 
were looking forward to that retire
ment, to plan for it. If we keep waiting, 
knowing we are going to have to do 
this, we are going to end up having to 
force change on people when they are 
not ready. The advantage of doing 
what we have done is that it phases in 
between now and the year 2027, and 
people have time to plan for it. 

It is the ultimate paradox that we 
have a point of order against this pro
vision because we did this provision 
without claiming any savings for the 
budget. We made this change to save 
Medicare. We dedicate every penny of 
savings to the Medicare trust fund, we 
don't count a penny of the savings to
ward balancing the budget or funding 
tax cuts, and now we have a point of 
order against the amendment because 
we are not claiming savings. 

So we try to answer the charge that 
is often made on the other side of the 
aisle that you are cutting Medicare to 
balance the budget or you are cutting 
Medicare to cut taxes. We try to re
spond to that by taking a long-term 
view of saving Medicare. We do not 
count it toward reducing the deficit , 
we don't let any of it be spent, and we 
don 't let any of it be used for tax cuts. 
We simply are trying to do something 
that is fundamentally important. 

Medicare is going broke. We have an 
unfunded liability for Medicare today 
of $2.6 trillion. 

The PRESIDING OFFICER (Mr. SES
SIONS). The Senator has spoken for 5 
minutes. 

Mr. GRAMM. May I have 1 additional 
minute? 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. GRAMM. The plain truth is we 
have guaranteed two generations of 

Americans benefits under Medicare, 
and we have not set any money aside 
to pay for it. We have an outstanding 
liability of $2.6 trillion. If we wait 10 
years to do something about it, it will 
be $3.9 trillion. If we wait 20, it will be 
bigger than the entire national debt of 
the country at $6.1 trillion. The Fi- , 
nance Committee, in an extraordinary 
act of courage, decided to make this 
change and not count any of it toward 
balancing the budget and not count 
any of it to pay for the tax cut but to 
simply do it so we will never have to 
call up senior citizens and tell them 
Medicare went broke today. 

I supported this provision because I 
have an 83-year-old mother who de
pends on Medicare, and I don' t want to 
pick up the phone someday and say, 
''Mama, Medicare went broke today. I 
knew it was going· broke, but I did not 
have courage enough to do anything 
about it." 

We have an opportunity over the 
next 30 years to phase up the eligibility 
date for Medicare to conform to Social 
Security, something we have already 
had to do under crisis circumstances. 
Let's not wait until the house is on fire 
to do something about the problem. 

I urge this point of order be waived. 
The PRESIDING OFFICER. Who 

yields time? 
The PRESIDING OFFICER. The Sen

ator from Illinois. 
Mr. DURBIN. Mr. President, I don' t 

know if I need permission from Senator 
LAUTENBERG on our side, but I am 
going to presume there is no objection 
to speak on behalf of our side in rela
tion to this motion to waive. I see Sen
ator LAUTENBERG on the floor now. 

Mr. LAUTENBERG. I yield so much 
time, up to 10 minutes, as the Senator 
from Illinois requires. 

Mr. DURBIN. I thank my colleague 
for making this legitimate. 

The PRESIDING OFFICER. The Sen
ator from Illinois is recognized. 

Mr. DURBIN. Mr. President, what is 
this all about? Well, you say the word 
" Medicare" and senior citizens start 
listening. " Medicare, wait a minute, 
that is my mother 's health insurance 
protection, it is my grandfather's 
health insurance. What are they doing 
to Medicare? '' 

Let me tell you for a moment, if you 
are 65 years old or older, listen with in
terest; if you are 59 years old or young
er, listen to this debate with great in
terest. It is about you and when you 
will be able to retire. It is whether or 
not you will have the protection of 
health insurance in your old age. 

This is the committee print for the 
bill we are considering, a very inter
esting document. There is a provision 

. in here that we are now debating which 
you might overlook, but it is so impor
tant that virtually everyone under the 
age of 59 years in the United States of 
America, because of a handful of sen
tences here, may have to change their 
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plans as to when they are going to re
tire. That is how important this debate 
is, that is how important this issue is, 
because buried in this committee print 
on page 161 at the bottom of the page is 
a Texas two-step for America's work
ing families. A Texas two-step-step, 
step, slide, slide, and guess what? It 
raises the eligibility age for Medicare 
from 65 to 67. 

What does that mean? It means if 
you were counting on retiring at age 
65, taking your Social Security, taking 
your Medicare, guess what? You now 
have to wait a couple of years, or at 
least retire without the protection of 
Medicare. 

Is that important to people? I think 
it is very important. Do you know how 
many people now at the age of 65 have 
health insurance in America? Thirty 
percent; 70 percent do not. They are 
people who count on Medicare to pro
tect them. And the Senator from Texas 
offers an amendment which says, "Oh, 
you can count on Medicare to protect 
you, just wait 2 years, wait 2 years, and 
then we will start protecting you. " 

What if you should retire at age 60, 
what if your employer says to you, 
" Oh, take your retirement, we 'll give 
you health insurance protection," and 
changes his mind? Have you ever heard 
that story? I have heard it plenty. Peo
ple who retired say, "I'm taken care of, 
the company I work for gave me a 
watch, they gave me a health insur
ance plan, this is going to be great, I'm 
going fishing. " Then what happens? 
The company is sold two or three 
times, a couple mergers, a couple cut
backs, and the next thing you know, 
they are saying, " Sorry we have to 
send you a letter and tell you the bad 
news. No more health insurance, Mr. 
Retiree. Thanks for working for us for 
35 years. " And there you sit at age 61 
without health insurance. 

What does it cost you? I know what 
it costs in Chicago because we checked. 
About $6,000 a year if you are healthy. 
If you are not healthy and in your six
ties, 10,000 bucks a year. Did you count 
on that when you decided to retire? I 
don't think so. And if you get stuck in 
that position, you know what you start 
doing? You start counting the days to 
when you will be eligible for Medicare. 
How many more months before I reach 
age 65 and Medicare is going to come in 
and protect me and my family and my 
savings? You count the days. 

The Senator from Texas, who offers 
this amendment, wants you to keep 
counting for 24 months more , wants 
you to hang on until you are 67. Then 
he says we should make you eligible for 
Medicare. 

I think that there is some question 
as to the statement in the committee 
print about its voracity. I know we are 
not supposed to say that, but let me 
just tell you why I say that. The com
mittee says we are changing Medicare 
so that it tracks Social Security and, 

in their words, they say, " The com
mittee provision will establish a con
sistent national policy on eligibility 
for both Social Security, old age pen
sion benefits and Medicare. " 

Let us concede the obvious. The age 
to retire under Social Security in the 
next century is going to go up from 65 
to 67. This is true. It is the basis for 
this amendment. But it is not the 
whole story, I say to my friends. The 
whole story is this. You can draw So
cial Security at age 62. You won't get 
as much, but that is your option. " I 
will take a lower retirement, I'm leav
ing at 62, that's it." But you can't do 
that on Medicare. You can't draw 
Medicare benefits at age 62. Right now 
you wait until you are age 65, unless 
you are disabled, and the Senator from 
Texas wants you to keep on waiting for 
2 more years to the age of 67. I don't 
think that is an accurate statement 
when they say they are going to track 
Social Security. They don't track So
cial Security. 

The Senator argues this gives people 
time to adjust. He talks about compas
sion and courage. How much courage 
does it take to say to a senior citizen 
who now has developed a serious heart 
problem, " Keep drawing out of your 
savings accounts to pay for your health 
insurance. '' 

You know what will be compas
sionate and courageous, not raising the 
age to 67. What would be compas
sionate and courageous is universal 
health care. To say no matter how old 
you are, rich or poor, where you live , 
black or white, regardless of your eth
nic background, you are insured in 
America. You are not going to be stuck 
in the situation we are creating with 
this bill, you are not going to be stuck 
in the position with a terrible medical 
problem at age 62 and no health insur
ance, waiting and praying for the day 
when you are eligible for Medicare. 
That would be compassion and courage. 
That would be responsive to the 40 mil
lion Americans stuck today without 
health insurance. 

Let me tell my friends, my opposi
tion to this provision to raise the eligi
bility age for Medicare comes, of 
course , from the Democratic side, but I 
have some interesting allies in this 
battle . Eighty different corporations 
have written to the Members of the 
Senate and said, " Please, do not do 
this, do not accept Senator Gramm's 
proposal to raise the eligibility age for 
Medicare to 67." Among them, the Na
tional Association of Manufacturers 
and the U.S. Chamber of Commerce. 

What is a Democrat doing arguing 
the position of the U.S. Chamber of 
Commerce here? I will tell you why. 
These companies and their associations 
now offer to their employees health in
surance protection until they are eligi
ble for Medicare. That is written in the 
contract. If you make eligibility for 
Medicare age 67 instead of 65, these 

companies have a new liability that 
has been dumped in their laps by the 
Texas two-step, and it is a disincentive 
for any other company to offer this 
benefit to their employees. They know 
it costs more , and they don't know 
what the Senate is likely to do next 
year when it comes to Medicare eligi
bility. That is what this battle is all 
about. 

When I look at the number of people 
currently covered by heal th insurance 
at age 60 and 65 in America, it is clear. 
Fewer companies are offering protec
tion. More people are on their own. The 
expense of health insurance when you 
reach age 60 goes through the roof, 
even without any kind of medical prob
lem. That is what this debate is all 
about. 

You want to save Medicare? There 
are lots of things we need to do on a bi
partisan basis. There is a Commission 
created by this bill to study those 
ways, to make sure that we do it in a 
sensible, fair, compassionate way. But 
instead, my colleague from Texas and 
his friends on the committee have de
cided, let's just take a flier, let's throw 
one of them out there. And the first 
one they throw out there does not im
pose any new liability on heal th care 
providers, it imposes a new burden on 
seniors in years to come. 

Those who retire after the year 2003 
have to start waiting longer and longer 
and longer. I say to my friends, I don't 
think that is what Medicare is all 
about. Many of the people who pro
posed this, frankly, don't care much for 
Medicare. That came out in the last 
campaign. Some of the candidates 
stood up and said , " Yeah, I voted 
against it, and I'd do it again. " I am 
not one of them. I didn' t have the op
portunity, the rare opportunity, to 
vote for this program. But I will tell 
you this, I am going to vote to protect 
it. I am going to vote to protect it be
cause of what it has meant to my fam
ily. Medicare has meant to my family 
that you can retire not only with the 
dignity with Social Security, but with 
the protection of Medicare. 

Parents don't want to be burdens on 
their children. They want to live inde
pendently, enjoy their lives because 
they played by the rules and they have 
paid in. To change the rules at this 
point, to say we are going to raise the 
retirement age for Medicare really re
neges on a promise that was made over 
30 years ago. It is the wrong way to go. 
We can make Medicare solvent in the 
long term, and we can do it in a sen
sible way. 

At this point, I yield, for purposes of 
debate, to my colleague from Cali
fornia, Senator BOXER. 

Mr. LAUTENBERG. Mr. President, I 
ask how much time does the Senator 
from Illinois have remaining that I 
gave him? 

The PRESIDING OFFICER. The Sen
ator has spoken for 10 minutes. 
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Mr. LAUTENBERG. He has spoken 

for 10 minutes. 
Mr. GRAMM addressed the Chair. 
The PRESIDING OFFICER. The Se.n

ator from Texas. 
Mr. GRAMM. Mr. President, I yield 

myself 4 minutes. 
The PRESIDING OFFICER. The Sen

ator from Texas is recognized. 
Mr. GRAMM. Mr. President, let me 

first point out that when our colleague 
talks about people waking up and find
ing that age of eligibility is changed by 
2 years, let me say that those people 
are 37 years old today. It will be be
tween now and the year 2027 that this 
retirement age will phase up. 

One of the reasons we want to do this 
now is we don't want people to wake up 
and discover that this has happened 
and they have not had time to plan on 
it. By doing it now, this will affect the 
full 2-year increase; it will affect only 
people born after 1960. That is, they are 
going to have 30 years in which to 
change their life's plan in order to ac
commodate this change. 

Our colleague acts as if tomorrow 
they are going to wake up and discover 
that the eligibility has changed. 

Let me remind my colleague, unless 
the note I have been passed is incor
rect, that in 1983, on March 24, our col
league voted to raise the retirement 
age for Social Security, is that correct? 

Mr. DURBIN. Will the Senator yield? 
Mr. GRAMM. I yield for an answer to 

that question. 
Mr. DURBIN. The amendment offered 

was the Pickle-Pepper amendment in 
the House of Representatives. I voted 
with Mr. Pepper and against raising 
the retirement age. 

Mr. GRAMM. You voted for final pas
sage on the bill on March 24. My point 
is, we are going to have to do this. Ev
erybody knows we are going to have to 
do it. Should we wait until there is a 
crisis so that we will literally do what 
the Senator from Illinois says and 
make the change so it will go into ef
fect immediately? 

That is what is going to happen when 
you look at the exploding deficit of 
Medicare. We will have a $1.6 trillion 
loss to the Treasury in trying to main
tain the program in the next 10 years 
alone. 

Our colleagues are not telling us that 
by the year 2025 when we will be going 
into the final phase up, we will have to 
triple the payroll tax-triple the pay
roll tax-to pay for Medicare if we 
don ' t begin to make changes. They are 
not proposing today to triple the pay
roll tax. They are simply saying, 
" Don' t act now, wait until there 's a 
crisis; wait until Medicare is flat on its 
back and then make the change." 

Let me tell you why we can't do that. 
We can' t do it because the phase in is 
already underway in Social Security, 
something that both Houses of Con
gress approved, and the President 
signed. It was voted for on a bipartisan 

basis raising the effective retirement 
age for full retirement benefits to 67. 
That is already the law of the land, and 
that phase up begins very slowly, a 
matter of months each year, very slow
ly, but it begins in the year 2003. 

If we wait, we are going to end up 
doing what our colleague accuses us of 
today. But the truth is, by doing it 
now, for those who will have to wait an 
additional 2 years, they will have 30 
years to adjust. This is the responsible 
way to do it. It is the way it should be 
done, and I hope it will be done. If we 
don't do it, we will be back here in 3 or 
4 years doing it under crisis cir
cumstances and doing it immediately. 

The PRESIDING OFFICER. The time 
of the Senator from Texas has expired. 

Mr. ROTH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware. 
Mr. ROTH. Mr. President, I ask unan

imous consent that we set aside tempo
rarily the motion before us to consider 
a technical amendment that has been 
cleared on both sides. 

"The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMENT NO. 431 

(Purpose: To provide for managers ' 
amendments) 

Mr. ROTH. Mr. President, I send an 
amendment to the desk on behalf of 
Senator MOYNIHAN and myself and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH], for 

himself and Mr. MOYNIHAN, proposes an 
amendment numbered 431. 

Mr. ROTH. Mr. President, I ask unan
imous consent that the reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. FAIRCLOTH. Reserving the right 
to object. 

The PRESIDING OFFICER. Does the 
Senator object? 

Mr. FAIRCLOTH. I do object. 
The PRESIDING OFFICER. The ob

jection is heard. The clerk will read the 
amendment. 

The legislative clerk proceeded to 
read the amendment. 

Mr. FAIRCLOTH·. Mr. President, I 
withdraw my objection. 

The PRESIDING OFFICER. The ob
jection is withdrawn. 

(The text of the amendment is print
ed in today's RECORD under "Amend
ments Submitted. ") 

Mr. LAUTENBERG. Mr. President, 
none of this time is charged, I assume, 
to the waiver amendment that the Sen
ator from Delaware has proposed? 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. ROTH. Mr. President, as you can 
imagine, drafting a piece of legislation 
this large in such a short timeframe 
and having to incorporate over 50 
amendments resulted in some tech-

nical errors and omissions. The items 
contained in this amendment are those 
which are technical in nature, and re
place inadvertent omissions or are nec
essary to bring the legislation into 
compliance with the committee's budg
et instructions. 

The amendments accepted or adopted 
in the committee markup were done so 
with the proviso they would not bring 
the committee out of compliance with 
its instruction. 

Therefore, now that the Congres
sional Budget Office has completed 
scoring of the entire package , certain 
revisions to these amendments are nec
essary. A description of the items con
tained in this amendment is located on 
each Senator's desk. 

I ask this amendment be adopted and 
be considered original text for the pur
pose of amendment. 

The question is on agreeing to the 
amendment. 

The amendment (No. 431) was agreed 
to . 

Mr. ROTH. I move to reconsider the 
vote. 

Mr. LAUTENBERG. I move to lay it 
on the table. 

The motion to lay on the table was 
agreed to. 

RECESS 
The PRESIDING OFFICER. Under 

the previous order, the Senate will now 
stand in recess until the hour of 2:15 
p.m. 

Thereupon, the Senate, at 12:32 p.m., 
recessed until 2:19 p.m.; whereupon, the 
Senate reassembled when called to 
order by the Presiding Officer [Mr. 
COATS]. 

BALANCED BUDGET ACT OF 1997 
The Senate continued with the con

sideration of the bill. 
Mr. CHAFEE. Mr. President, I sug

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. LOTT. Mr. President, I ask unan

imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LOTT. Mr. President, for the in
formation of all Senators, approxi
mately 6 hours remain for debate with 
respect to the Balanced Budget Act, 
basically equally divided. There are ap
proximately 30 minutes remaining on 
the motion to waive the Budget Act 
with respect to the Medicare age in
crease issue. Therefore , a vote will 
occur on that motion to waive around 
3 o'clock, or maybe shortly before that. 

As was mentioned in both luncheons 
today, the Senate will remain in ses
sion this evening until all time is con
sumed. If any Senator intends to offer 
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an amendment after the time has ex
pired, they will be required to do so 
this evening. It will then be my inten
tion to stack all votes on the amend
ments and the final passage, after the 
time has expired this evening, until ap
proximately 9:30 a.m. on Wednesday. 

So all debate time and all amend
ments will be offered tonight, and then 
we will begin a series of votes at 9:30. 
We don't know exactly how many 
amendments that could entail. It could 
be as few as five, I hope. It could be 
many more than that. We will begin 
voting at 9:30 and continue voting until 
we complete all the amendment votes 
and final passage. Then, of course, we 
will go to the taxpayers' relief act. 

Senators can expect additional votes 
today and a series of votes beginning at 
9:30 on Wednesday, the last of the se
ries being final passage of the Balanced 
Budget Act. 

Mr. CHAFEE. Mr. President, I would 
like to ask the majority leader a ques
tion. As I understand it, suppose some
body has an amendment this afternoon 
and is prepared to go to a vote this 
afternoon; would there be a vote this 
afternoon? 

Mr. LOTT. Yes, there can certainly 
be votes this afternoon. In fact, we ex
pect votes throughout the afternoon, 
probably until all time has expired, or 
around 8:30 this evening. So you could 
have votes at least until 7 or 7:30, and 
then we will put the rest of the votes 
over until 9:30. 

Mr. LOTT. I yield the floor, Mr. 
President. 

The PRESIDING OFFICER. Who 
yields time? 

Mrs. BOXER addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
MOTION TO WAIVE THE BUDGET ACT 

Mr. CHAFEE. Mr. President, I would 
like to address the matter before us, 
and I believe the time is running any
way, is it not? 

The PRESIDING OFFICER. Time is 
being charged against the motion to 
waive the Budget Act, which is the 
pending business. 

Mr. CHAFEE. I ask that I might have 
5 minutes on Senator ROTH'S time on 
this matter. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
The Senator from Rhode Island is 

recognized to speak for up to 5 min
utes. 

Mr. CHAFEE. Mr. President, there is 
an organization set up to report to the 
Congress every year on the status of 
Social Security and the status of Medi
care. This group is a very distinguished 
group. It consists of the Secretary of 
the Treasury; the Secretary of Health 
and Human Services; the Secretary of 
Labor, or Acting Secretary of Labor; 
and the Commissioner of Social Secu
rity, or the Acting Commissioner of 
Social Security. These are the people, 

plus two members of the public. I 
might say, of the first four-and there 
are six in all-four of these are Demo
crats. They are not Republicans; they 
are Democrats. They submitted a re
port to us in the Congress in April of 
this year. What did they say? 

As we have reported for the last several 
years, one of the Medicare trust funds, the 
Hospital Insurance-

The HI, the so called part A. 
will be exhausted in 4 years without legisla
tion that addresses its fiscal imbalance. 

This isn't a bunch of right wing Re
publicans saying there is trouble 
ahead. These are the very prestigious, 
qualified Cabinet Members of the 
President of the United States-every 
single one of them a Democrat. It goes 
on to say: 

We are urging the earliest possible enact
ment of legislation to further control Hos
pital Insurance program costs because of the 
nearness of the Hospital Insurance Trust 
Fund exhaustion date. 

Mr. President, these are serious mat
ters. They go on to explain why this is 
happening. 

On page 6 of its report it says: 
Why do costs rise faster than income? The 

primary reason for these costs of Social Se
curity and the Hospital Insurance costs are 
because of the baby boom generation retir
ees, while the number of workers paying pay
roll taxes grows more slowly. 

Mr. President, we are facing an emer
gency here. This legislation, which 
came from the Finance Committee, 
proposes to do something about it. 
What is the situation? In 1950, which is 
47 years ago, there were 16 workers for 
every retiree- 16 workers in the United 
States paying into the Hospital Insur
ance Fund and paying into Social Secu
rity. 

Mr. DOMENIC!. Will the Senator 
yield for a moment? 

Mr. CHAFEE. I will. 
Mr. DOMENIC!. Mr. President, I 

want to yield control of the bill to the 
chairman of the Finance Committee, 
even to the extent of his yielding time 
off the bill, if he sees fit. He may run 
out of time, and Senator BREAUX may 
need time. I am going to leave for 
about a half hour, so you can take it 
off the bill if you need it. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island. 

Mr. CHAFEE. As I said, 47 years ago, 
in 1950, there were 16 workers for every 
retiree. Today, there are 3 workers for 
every retiree-not 16, but 3. Twenty
eight years from now, in the year 2025, 
the ratio will fall to two workers for 
every retiree. So something has to be 
done if this Medicare trust fund is 
going to survive. 

What we have proposed is increasing 
the Medicare eligibility age to conform 
with that of Social Security. In 1983, 
we raised the age of Social Security 
eligibility gradually. It comes into full 
force in the year 2025. By the year 2025, 
the retirement age will be 67, not the 65 
that it is today. 

We have proposed that the Medicare 
Program step up in similar fashion. 
The key thing, Mr. President, is to 
take these actions now; don't wait 
until the baby boomers are all there 
collecting and we can't do anything 
about it. Now, if we act, we can take 
these very gradual steps. For example, 
the first step will be in 2003, 6 years 
from now, when the eligibility age for 
Social Security and Medicare will go 
from 65 to 65 and 2 months. Then it 
goes up to 65 and 10 months by the year 
2007. Then we take a break for 11 
years-excuse me. In 2008, it will be at 
age 66, and then gradually it goes up by 
2 months and 4 months and 6 months 
until the year 2025, when the retire
ment age for Social Security--

The PRESIDING OFFICER. The 
Chair advises the Senator that his 5 
minutes have elapsed. 

Mr. CHAFEE. I ask unanimous con
sent that I may have 2 more minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. CHAFEE. Social Security is al
ready set. That goes to 67. We did that 
in 1983. That goes to age 67 in 2025. 
What we do in this program is to have 
Medicare conform to that. 

Mr. President, unless we take these 
actions, there isn't going to be any 
Medicare for the future. A lot of people 
say, "Do nothing." Well , I think that is 
totally reckless. Other people can say, 
"Well, just increase the tax." That 
would mean increasing the tax on 
Medicare by 250 percent. That is what 
would be required to increase the pay
roll tax. It would have to be increased 
from the current amount of 1.45 per
cent of payroll to 3.6 percent, which is 
nearly a threefold increase. 

So, Mr. President, this is a very wise 
provision that we did, in a bipartisan 
manner, in the Finance Committee, 
and I certainly hope that it will with
stand any attacks. I thank the Chair 
and I thank the distinguished chair
man of our committee. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LAUTENBERG. I yield 5 minutes 
to the Senator from California. 

The PRESIDING OFFICER. The Sen
ator from California is recognized for 5 
minutes. 

Mrs. BOXER. Thank you very much, 
Mr. President .. I support the Senator 
from Illinois in his attempt to keep the 
age of Medicare eligibility at 65. 

Mr. President, raising the eligibility 
age to 67 in the future is part of the bill 
that is before us and was an amend
ment offered by the Senator from 
Texas, Senator GRAMM. 

Now, had the Senator from Texas and 
his supporters had an alternative in 
place for those who would be unable in 
the future to get Medicare between the 
ages of 65 and 67- if there was an alter
native in place, if this bill said that we 
will, in fact, raise that age, but only 
after we have an alternative in place 
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for those people, I would be here sup
porting it. 

But it is so reckless , Mr. President, 
to take away Medicare from people 
who pay for it their entire working 
lives-to take it away from them for 2 
years unless there is an alternative in 
place. I do not know if any of my col
leagues know about our health insur
ance, but we have a pretty good plan 
around here. As a matter of fact, I 
voted in during the health care debate 
to offer that plan to every American. 
That didn't fly. " Oh, we are covered. 
What do we have to worry about? We 
are fine. " But to take away Medicare 
from people who have been paying for 
it out into the future without any way 
to replace it, I don 't know what we are 
doing here. 

The Senator from Texas says he is 
concerned about the solvency of Medi
care. That is what the Senator from 
Rhode Island said- if we care about sol
vency, we will support this. We all 
know there are many ways to address 
solvency. 

By the way, the committee does it in 
some other areas that I support, but 
not this one. 

My friends , it isn't that tricky to 
preserve the solvency of Medicare . If 
you want to really preserve the sol
vency, raise the eligibility age to 90, 
and for the people who are on Medicare 
at 90-there will be enough money to 
take care of them because everyone 
else who would have been eligible pre
viously, will have died. 

Medicare solvency is the new mantra 
of my colleagues on the other side of 
the aisle. First they want to vote 
against Medicare -now they say they 
are going to save it. They are going to 
make it solvent by telling people that 
in the future without any alternative 
means of health insurance in place, no 
universal health care , that they have 
to wait until they are 67 to be eligible 
for Medicare. 

Medicare remains solvent because 
they don't talk about what happens to 
you when you can't get insurance and 
you don 't get preventive care and you 
get sicker. What are people going to 
do? Either they have to go out and find 
it in the marketplace and pay thou
sands and thousands of dollars to get 
coverage, or they will fall down on 
their hands and knees and pray to God 
that they don't get sick. 

That is not an option because , unfor
tunately, if you look at the tables and 
you see when Alzheimer's strikes, when 
Parkinson's strikes, when stroke 
strikes, when heart disease strikes, 
when prostate cancer strikes, and even 
when breast cancer strikes, the older 
you get the more you are apt ·to get 
these conditions. You cannot control 
it. 

The Senator from Rhode Island said 
we have to save Medicare. What about 
saving the people who are served by 
Medicare? 

So this part of the Finance Com
mittee bill puts the cart before the 
hor se. Don't just say we are going to 
raise the age at which people can get 
Medicare and have nothing in its stead 
and not even make it contingent on 
having univer sal health care in place 
because when people reach the age of 65 
they will not have an option. 

Mr. President, we ought to look at 
what we are doing around here. It 
sounds great, " save Medicare. " I think 
we need to save the people who rely on 
Medicare. 

We all know the horror stories of 
people getting sick. They don 't expect 
it. And then they try to tie it to the in
creased age of Social Security retire
ment which we phased in, which I sup
port-phasing it in. But there is one 
difference. People can still retire at 
age 62. If they choose to retire at that 
age and go on Social Security, there is 
a penalty but it can be done. There is 
no such provision in here. This is just 
a cutoff. The proposal does not say if 
you need Medicare you can get half 
coverage; you can pay 50 percent of 
your premium. No. This just takes peo
ple off the plan without any alter
native- at a time in their life when 
they are apt to get seriously sick. If 
you have ever been in a hospital and 
you see some of these charges that 
come back at you, thousands of dollars 
a day, we will put people into ruin. We 
will go back to the days when people 
have to in fact rely on their children 
taking care of them at the height of 
their lives when they need Medicare 
and they cannot get it. 

So, Mr. President, I urge my col
leagues to support the Senator from Il
linois. I want to save Medicare because 
I believe in it. I do not want to hurt the 
people who need Medicare. When you 
have something in place for those peo
ple to go to , when you have an alter
native insurance plan, I'll am with you 
all the way. I will support you 100 per
cent. 

We already have 40 million people 
who are uninsured in this country. 
They have no health insurance. You 
are going to throw 7 million more of 
these people onto the uninsured rolls, 
and you are going to do it in the name 
of saving Medicare. 

Something is wrong with this pic
ture. It doesn't add up. My friend from 
Illinois calls it the "Texas two-step. " I 
think it is the " backward step. " It is 
going back-back to the days when our 
senior citizens were very sick with no 
place to go. 

I hope you will support the motion 
by the Senator from Illinois. 

I yield the floor. 
Mr. KERREY addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. ROTH. I yield 5 minutes to the 

Senator. 
The PRESIDING OFFICER. The Sen

ator from Delaware will be advised 

that the time remaining under his con
trol is 4 minutes and 22 seconds. The 
Senator may take time off the bill. 

Mr. BREAUX. How much time? 
Mr. ROTH. Four minutes. 
The PRESIDING OFFICER. The Sen

ator from Louisiana is recognized. 
Mr. ROTH. How many minutes? 
The PRESIDING OFFICER. There 

are 4 minutes approximately left. The 
Senator may take time off the bill 
itself. 

Mr. ROTH. I yield a total of 5 min
utes with 1 minute being off the bill. 

The PRESIDING OFFICER. The Sen
ator from Louisiana. 

Mr. BREAUX. Thank you very much, 
Mr. President. I thank the chairman 
for yielding. 

Mr. President, this is really an inter
esting dialog because on the one hand 
we have some facts that are 
uncontested; that is, if we do not do 
anything to fix Medicare , it is not 
going to be around for anybody by the 
year 2001 because that is the year 
when, if we do not do anything, we are 
not going to have enough money in the 
Medicare Program to pay benefits to 
nobody. 

So it is very clear that Congress now 
has to do something if it is going to be 
around for everybody who is counting 
on it when they reach retirement age. 

It is really interesting. In the Fi
nance Committee we have had people 
come before the committee all of the 
time saying, " You all have to fix Medi
care. If is very important. It is the life
blood or lifeline for seniors in this 
country. " 

Then we ask them when they tell us 
to fix it, " All right. Do you want to in
crease premiums?" 

" No. We don 't want you to do that. " 
Then we say, " Well , would you want 

to decrease the payments going to doc
tors and hospitals?" 

They generally say, " Don' t do that 
either because doctors and hospitals 
will soon quit treating Medicare pa
tients because they are not getting 
paid enough for those services.'' 

Then we say, " Well , would you like 
us to increase the age limit of people 
who are eligible for Medicare?" 

They say, " Oh. No. Don't do that. " 
But then, the bottom line: They say 

when they leave the committee room, 
" Be sure you fix it, by the way. Make 
sure it doesn 't go broke in the year 
2001. Fix it. But don't, don't , don' t do 
anything that is necessary in order to 
fix it. " 

That is an impossible suggestion for 
the members of the committee and the 
Members of Congress to adopt. If we do 
nothing it will not be around for any
one. 

In 1965, when Congress in its wisdom 
passed the Medicare Program, the life 
expectancy for people at that time was 
66.8 years of age for men; 73 years of 
age for women. So Congress in its wis
dom at that time said, " Well , let 's 
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make an appropriate date for the be- Mr. KERREY. Mr. President, I rise in 
ginning of Medicare benefits at 65." strong opposition to the point of order 

Guess what has happened since 1965? that has been raised against this provi
For every year the life expectancy of sion. 
Americans has increased. But the eligi- Raising the eligibility age from 65 to 
bility age for Medicare has not been in- 67 is fair. Raising it, too, from 65 to 67 
creased one time. We did it for Social will change the future course of this 
Security. What this committee does is program and enable us to say that we 
to say, "Let's put the glidepath for are taking a long·-term as well as a 
Medicare eligibility the same as Social short-term view; and enables us to ac
Security, recognizing that people in complish the objectives that we were 
fact live substantially longer and draw instructed to accomplish which is to 
Medicare benefits substantially longer, preserve and protect Medicare. 
I might add as well. It almost sounds If you want to have universal health 
like we are getting these calls in our insurance as the objective, I am for 
offices from people who are retiring, . that. I would love to change the eligi
none of which are affected by this bility under law saying if you are 
amendment-not a single one because American, or a legal resident, you are 
they already are on Medicare. In fact, in. But I can't keep Medicare, Med
it goes down quite a ways before any- icaid, VA, and income tax deduction all 
body is affected whatsoever. sitting out there. 

An interesting point is that it sounds This establishes I believe a basis for 
like we are talking about having all of us to be able to say that for the long
this going into effect immediately, term Medicare is a solvent program, 
when just the opposite is true. The and it is eminently fair. 
amendment that was offered, I guess by As the Senator from Louisiana point
Members from our side, takes 24 years ed out, in 1965 the life expectancy for 
to increase it 24 months. It doesn't in- men was 67; for women it was 76; today 
crease it the first year to the age 67. it is 73 for men, and it is 80 for women. 
You start off right where you are It is going to be even greater. We are 
today, and it is increased 2 months a enabling people to live longer and 
year and over 4 years we get to the age longer as the consequences have 
of 67 which is comparable to what we changed in behavior and with changes 
have in Social Security. in health care technology. And, as a re-

Would it be nice if we didn't have to sult, the Medicare Program as well 
do that? Sure. Would it be nice if we needs to be adjusted. 
didn't have to do anything to fix Medi- For those who have come expressing 
care? Absolutely. The problem is we the concern for people not being able to 
have a system that is in the tank as far get health care from 65 to 67, that prob
as being able to survive, if we do not do lem exists today from 62 to 65 and 
anything. It would be wonderful to say sometimes even earlier. We have in 
make no changes and everybody con- this law a commission and there is lan
tinues to get exactly what you get at guage in the law as well to recommend 
the time you are eligible for it. That is strongly to this commission to can
not an option. None of the options are sider allowing people to buy into Medi
easy. This one I would argue is far easi- care. There is plenty of time for us to 
er than any of the others, and it helps get that done. 
allow for Medicare to continue for a For Americans that are listening to 
long period of time. this debate, if you are 65-if you are 64 

Mr. HARKIN. Will the Senator yield? today, your eligibility age is 65. If you 
Mr. BREAUX. I would be happy to are 63, your eligibility age is 65. If you 

yield for a question. are 62, your eligibility age is 65. If you 
Mr. HARKIN. Did the Senator say are 61, it is 65. If you are 60, it is still 

under his proposal that for each year 65, all the way down to 59. If you are 59 
that the age increased by 2 months? years of age and you are listening to 

Mr. BREAUX. Two months per year. 
Mr. HARKIN. In 6 years it would in- this debate, please don't fall into the 

crease by 1 year and, therefore, in 12 trap of presuming that all of a sudden 
years it would increase by 2 years, not your eligibility age is going to go to 67. 
24 years. It is still 65. If you are 58, it goes to 65 

Mr. BREAUX. It is increased 2 years years and 2 months. The Senator from 
over 24-2 months. The whole thing Iowa and the Senator from Louisiana 
takes 24 years to get to the age 67; 24 engaged in a colloquy earlier. This 
years before 67. It takes 24 years to thing does not fully phase in until the 
reach the age of 67, how'ever that cal- year 2024 or 2025. 
culates out. Mr. President, I have had many peo-

Mr. HARKIN. That is 1 month per ple come up to me and ask, many peo-
year. ple call and ask, why is this necessary? 

The PRESIDING OFFICER. Who Well, I have a fact. I have a very dif-
yields time? ficult fact I have to deal with. Again, 

Mr. ROTH. I yield 5 minutes off the the objective here is to preserve and 
regular time to the Senator from Ne- protect Medicare. That is the idea. 
braska. This law has lots of great provisions to 

The PRESIDING OFFICER. The Sen- move to market and get more competi
ator from Nebraska is recognized for 5 tion, lots of terrific provisions in it 
minutes. that I think will enable us to seek cus-

tamers and consumers who like Medi
care more than they do as a result of 
choice, great cost controls in here, 
some courageous efforts on dispropor
tionate share in this bill. 

There are lots of good things in the 
bill. But the fact out there in the fu
ture that all of us need to accommo
date and think about as we decide how 
we are going to vote on this amend
ment is that from the year 2010 to the 
year 2030-that is 20 years-the baby 
boomers retire. You can't change that 
number. The 76 or 77 million of them 
that will retire, they will become eligi
ble for Medicare in that 20-year time 
period. We are going to have an in
crease in the number of Americans who 
are in the work force of 5 million peo
ple, and the number of retirees will in-· 
crease 22 million over that period of 
time. 

That is a fact, Mr. President. I may 
wish it wasn't so. I may wish it was a 
different number, but that is the num
ber. Unless you are prepared to come 
down here and argue for a tax increase 
or some other change, you have got to 
move the eligibility age in order to be 
able to preserve and protect Medicare 
out in the future. 

It is an imminently fair thing to do 
given what has happened with life ex
pectancy. If we were putting Medicare 
into law today, I don't believe we 
would put this program, given the 
costs of the program, in place at age 65. 
This does not affect Americans imme
diately. It is phased in. It gives people 
a chance to plan. Those who argue that 
it doesn't have a budg·et impact and use 
that as a reason not to support this 
provision are wrong. It is precisely be
cause we are phasing it in, that it pro
duces long-term savings, that they 
should support it. We are giving people 
a chance to plan. We are saying we are 
going to adjust the law in order to be 
able to account for this change out in 
the future. 

I hope that my colleagues will resist 
the political temptation to cast an 
easy vote and will enable this provision 
to remain in this law. It is one of the 
most significant long-term changes 
that we make in Medicare. And wheth
er you are a Republican or whether you 
are a Democrat, you ought to be stand
ing on this floor saying I want to be re
membered out there in the future for 
casting a vote that did something good. 
"No" on the motion to strike this pro
vision is the courageous position. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. KENNEDY. Mr. President, I 

would like to--
The PRESIDING OFFICER. Who 

yields time? 
Mr. LAUTENBERG. I yield to the 

Senator from Massachusetts 4 minutes, 
Mr. President. 

The PRESIDING OFFICER. The Sen
ator from Massachusetts is recognized 
for 4 minutes. 
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Mr. KENNEDY. Mr .. President, as we 

are moving through this debate , we 
have to recognize that in the proposal 
before us, we have a number of attacks 
on Medicare , with all due respect to 
our colleagues. We addressed one ear
lier today. Collecting $5 billion under 
Medicare. You are going to permit dou
ble billing, which this body has long re
fused to do in order to protect our sen
ior citizens. Now we are going to per
mit doubling billings. 

The Finance Committee failed to 
make up the $1.5 billion that was part 
of the budget agreement. It refused to 
do that, and now we have a proposal to 
change the eligibility age from 65 to 67. 

I thought we had a commission that 
was going to study the long-term im
plications of Medicare. The President 
submitted a program that provides for 
the financial stability of Medicare for 
10 years. We can consider a variety of 
different options. I daresay that I don ' t 
happen to be one who thinks you 
should just increase the age of eligi
bility or otherwise increase the taxes 
as some have suggested. We know that 
90 percent of Medicare recipients cost 
$1,400 a year, the other 10 percent more 
than $36,000. You do something about 
that 10 percent to reduce disability, 
and chronic illness, and you are going 
to have a dramatic impact in terms of 
Medicare spending. 

That has not even been considered 
here, Mr. President. Why should we, at 
a time when we are increasing the 
total number of Americans who are un
insured, take action in the Senate that 
is going to add to that problem. The 
idea that this can be compared to So
cial Security makes no sense , and the 
Senator from Louisiana understands 
that . You can retire now at 62 and get 
some benefits, but you can't with re
gard to Medicare. It is basically a life
line to our senior citizens. The Finance 
Committee failed to give any assurance 
to those millions of people who are 
watching today that they are not going 
to be sent right off the cliff. 

With all of the signed contracts con
taining terms to terminate heal th in
surance in corporate America now at 
65, all the workers across this country 
whose contracts end health care cov
erage at 65, and nothing from the Fi
nance Committee gives them any kind 
of assurances that there has been any 
attention to what is going to happen to 
them. 

Sure, pull up the ladder. We can 
make this Medicare financially secure 
by just continuing increase the age 
from 65 to 67 to 69. Let us look at this 
over the long term, not the short term, 
and let us stop this wholesale assault 
on Medicare that is part of this whole 
proposal. It makes no sense. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LAUTENBERG. Mr. President, I 
yield 4 minutes to the Senator from 
Iowa. 

The PRESIDING OFFICER. The Sen
ator from Iowa is recognized to speak 
for 4 minutes. 

Mr. HARKIN. Mr. President, I want 
to echo what the Senator from Massa
chusetts just said. If anything, this 
provision is the ultimate anti-blue-col
lar provision that I have ever seen on 
the Senate floor. This strikes right at 
the heart of the Americans we ought to 
be here protecting today. There is a 
difference. There is a difference be
tween a corporate executive for Xerox 
and someone who is out there working 
hard every day of their life on a con
struction job, in a factory , in a plant. 
There is a difference between a Senator 
sitting on this floor or a Member of the 
House and that worker who is out there 
on the line day after day, the women 
who suffer from carpel tunnel syn
drome, the people who work in our 
packing plants. Try that on for size. Do 
that for 5 years, 10 years, 20, 30, 40 
years of your life. There is a difference. 

Sure, if you are a corporate execu
tive, you have nothing to worry about. 
If you are a Senator, you have nothing 
to worry about. But I will tell you, if 
you are a blue-collar worker out there 
and you have worked hard all your life , 
you have raised your kids, you have 
sent them to school, you are now 62, 
you are worn out, maybe you are not 
physically able to continue working. 
Have you ever thought of that? So they 
retire. They get Social Security. God 
bless them. But they can' t get health 
care coverage. 

What this amendment does, it just 
sticks it right in their back one more 
time. You can say, oh, it 's just 1 more 
month a year, 2 more months a year 
for 6 years. Then there is this gap and 
it takes all this time. But if this provi
sion stays in there, the die will be cast. 
And we will have sent a strong message 
to our seniors: Sorry, when it comes to 
health care , you 're out of luck; you 're 
on the street some place. 

We have a commission, a national bi
partisan commission looking at this. It 
is supposed to report next year. Why 
are we jumping the gun on it? 

Now, I would agree with Senators 
who are supporting this provision that, 
yes , we have to do things to ensure the 
viability of Medicare. There are a lot of 
things we can do to preserve the viabil
ity of Medicare. But this is not one of 
them. This will destroy Medicare be
cause it destroys the compact we have 
had all these years. This is an 
antiworker provision. That is all it is. 

Now, if you want to vote for this pro
vision, sure , fine, keep it in the bill , 
but I am telling you, for that working 
stiff who is out there who wants to re
tire , their physical health may not be 
the best; they have to retire at age 62, 
if anything, what we ought to be doing 
on this Senate floor is we ought to be 
closing the gap. We ought to provide 
medical care for elderly who have to 
retire early. But, no , we won't even do 

that. Now we are going to make it even 
a longer period of time. Well , I think 
this provision is really unconscionable, 
should have no place in this bill , and I 
hope that we will vote to strke it over
whelmingly. 

Mrs. BOXER. Will the Senator yield 
for a question? 

Mr. HARKIN. I yield to the Senator. 
Mrs. BOXER. Is the Senator aware 

that there are 40 million uninsured 
Americans today and about 7 million in 
this category age 65 to 67? So the Sen
ator is so right. We are talking about 
adding millions more to the uninsured 
rolls. This committee did nothing, 
mentioned nothing about any kind of 
way to get people through this time
frame. They just took it out without 
even writing anything in there that 
said only if we have replacement insur
ance. 

Mr. HARKIN. I appreciate the com
ments of the Senator from California. 
It just seems that when I hear this de
bate about this provision and I hear 
proponents of this provision talk, it is 
as if everybody in America is like us. 
Everybody in America is not like us. 
They do not have the kind of health 
care benefits we have. They do no't 
have the kind of protections we have. 
They do not have the incomes that we 
have. They do not have the lifestyles 
we have. 

The PRESIDING OFFICER. The time 
of the Senator from Iowa has expired. 

Mr. HARKIN. It is time we start 
fighting for the working people in 
America. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ROTH. Mr. President, I yield 3 
minutes to the Senator from Pennsyl
vania. 

The PRESIDING OFFICER. The Sen
ator from Pennsylvania is recognized 
to speak for 3 minutes. 

Mr. SANTORUM. I thank the Chair. 
Mr. President, we have all now just 

seen and heard why it is so hard to 
change anything in Washington. Be
cause anything you try to do is wrong. 
You can look at all the facts. And the 
Senators from Louisiana and Nebraska 
and Texas and New Mexico and Dela
ware laid out chart after chart. For 
anyone listening to this debate, the 
facts stare you smack in the face. This 
fund runs out of money in the year 2001 
with the baby boomers retiring in the 
year 2010. This program is not sustain
able in its current form. Everybody 
who can read a simple arithmetic chart 
can understand that. Yet, you have ev
erybody flying to the floor saying, oh, 
yes, it is a problem, but not this . 

Well , then, what? We are going to 
raise taxes? How many are for raising 
taxes? There will be a few over there 
who want to raise taxes. But that is 
the option: Raise taxes. 

The Senator from Massachusetts 
talked about rationing care. It is those 
people who use all that Medicare who 
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are the problem. And unless we start 
rationing that care, we are not going 
to get to the problem here. So we can 
ration care to people who are over 65. 
That is another option. Or we can cut 
reimbursements to providers. The Sen
ator from Louisiana talked about that. 
But if we do that, all of us know if you 
cut reimbursements to providers, peo
ple cannot get care because they can
not afford to provide the care and rural 
hospitals close, inner-city hospitals 
close. So you cannot take that option. 

We can cut benefits. How many here 
are for cutting back Medicare benefits? 
OK. Well, so there we are. What are we 
going to do? We have a problem. It is 
not going to go away. We can sit here 
and demagog on the issue and say, 
well, this is not the right thing. 

The only reasonable course is to look 
at the demographics and see that I, 
right here, am the first Member of the 
Senate who is going to retire at age 
65-right here, age 39, born in 1958. I 
will retire at the age of 67. I am ready, 
willing, and able to take on that re
sponsibility. I feel I have been ade
quately warned, giving myself about 30 
years in advance to be able to figure 
this out. And I think we are capable of 
taking it. I am not going to live as my 
mother and my father and those before 
me, whose life expectancies were, as I 
think the Senator from Nebraska said, 
73 for a female, 68 for a male. At age 65, 
my life expectancy, the Lord willing, 
as a group anyway, is going to be well 
over 80. I am quite willing and prepared 
as a generation to save my generation, 
the folks who are paying the bills, big
time bills that previous generations did 
not pay. We are paying 1.45 percent of 
every single dollar we earn. And I 
would like to say for that dollar you 
are going to have a program that is 
going to be there and provide adequate 
benefits when you retire, and, yes, I am 
willing to take a little sacrifice. I am 
willing to pay a little bit more, but I 
am also willing to take my share of 
sacrifice to make sure that it is there 
for not just me but for everyone else in 
my generation and future generations. 

What we are talking about here is 
being responsible, not standing up and 
demagoging to get votes back home. 
We have got a problem. There are peo
ple in my generation who are tired of 
this language. 

Mr. HARKIN. Will the Senator yield? 
Mr. SANTORUM. No. 
The PRESIDING OFFICER. The Sen

ator's time has expired. 
Mr. SANTORUM. I ask for 1 addi

tional minute. 
The PRESIDING OFFICER. The time 

of the Senator from Pennsylvania ex
pired. Who yields time? 

Mr. SANTORUM. One additional 
minute? May have 1 additional minute? 

Mr. ROTH. Yes. 
The PRESIDING OFFICER. The Sen

ator is recognized for 1 additional 
minute. 

Mr. SANTORUM. I go around and I 
have talked to hundreds of high school 
students, thousands of them. I have 
been to over 100 high schools since I 
have been in office. I ask them, how 
many believe Medicare and Social Se
curity will be here when you retire? 
Not a hand goes up. I ask them, how 
many believe in UFOs? And about 20 
percent of the class raise their hand. 
They believe we are all just joking 
around, that any time a serious issue 
comes up about their long-term future, 
we run away. We hide behind our desk 
and wait for the bombs to explode 
around us. 

Stand up for the future. Stand up for 
these young people who pay and are 
going to be paying the rest of their 
lives very dearly for this program, and 
stand up and make· sure it is healthy 
for them. 

I thank the Chair. I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LAUTENBERG. I yield myself 

just a couple of minutes because I lis
tened with interest. One could not 
avoid listening. 

The fact of the matter is, it is so 
easy, so easy to stand here at $135,000 a 
year with all kinds of benefits and ev
erything and say, "I am willing to sac
rifice, I am willing to sacrifice. I am 
willing to do what I have to. I have 35 
years. " Go down to the factory and 
talk to somebody who is hanging on to 
his job by his fingernails, ask the poor 
fellow who has been downgraded as 
companies shrink their size. I love 
these heroics we get in this place, big 
speeches on lofty pinnacles. Talk to 
the people who are doing the work 
every day, bringing home the lunch 
pail, and see what we have. 

Sacrifice? I'll tell you how to sac
rifice. Cut the benefits here. Cut them 
now. Stand up and say we will take less 
for our health insurance and our retire
ment and everything else. If you want 
to pull a nice heroic stand-somebody's 
last stand-stand up here and rec
ommend a cut in benefits instead of 
talking about, shrieking about, how 
people have to sacrifice-from this 
lofty place. 

I will not say anything further. I 
yield 2 minutes to my friend from 
Iowa. 

The PRESIDING OFFICER. The Sen
ator from Iowa is recognized. 

Mr. HARKIN. Mr. President, I will 
not even take 2 minutes. I listened to 
the impassioned argument of my friend 
from Pennsylvania. I just had two ob
servations. No. 1, along the lines of 
what Senator LAUTENBERG said, No. 1, 
what retirement income will a Senator 
have when a Senator retires here? 
What is that retirement income going 
to be? A lot of money. When a Senator 
retires at age 65, you get a lot of 
money- big time money for retire
ment. It is not a blue collar worker re
tiring on Social Security, No. 1. 

No. 2, if you retire as a Federal Gov
ernment employee or as a U.S. Sen
ator, you can keep your Federal em
ployee's health benefits. There is no 
gap for you. You can keep it. It costs 
you, what, $100-something a month, 

· $110, $120 a month. So it is easy for a 
Senator to stand here and talk about 
saving his generation. But those in his 
generation are not all U.S. Senators. 
Those in his generation are not all peo
ple who can go on Federal Employee 
health benefits when they reach age 62. 
They need Medicare. That is where 
most of ·America is, not sitting in the 
U.S. Senate. 

I yield the remainder of my time. 
The PRESIDING OFFICER (Mr. 

KEMPTHORNE). The Senator from New 
Jersey. 

Mr. ROTH. Mr. President, I yield 5 
minutes off the bill to the Senator 
from North Dakota. 

The PRESIDING OFFICER. The Sen
ator from North Dakota is recognized 
for 5 minutes. 

Mr. CONRAD. Mr. President, we have 
heard a lot of passion on both sides of 
this issue. I understand the passion 
that this issue generates. But I hope we 
will think quietly for a moment of 
where we are headed in this country. 

We have heard pleas to think of the 
working people. I agree with that. I 
came to this Congress wanting to fight 
for the working people of my State. 
The question is, how do we best do 
that? The hard reality is, Medicare is 
headed for a cliff. Social Security has 
problems and they have problems be
cause, No. 1, people are living longer. I 
was asked moments ago, why do you 
favor this change in Medicare eligi
bility? It is very simple. People are liv
ing longer. In 1965, when we started 
with Medicare, a male in this country 
could expect to live to be 66.8 years of 
age. A female, 73.8. In 1996, a male 
could be expected to live to the age of 
72 .5, a female to the age of 79.3. 

In 2025, when this change is fully 
phased in, a male is projected to live to 
75.6 years of age, a female to 81.5. These 
are facts. They are indisputable. People 
are living longer, and the hard reality 
is, this program that we have put in 
place only extends the solvency of 
Medicare for 10 years. This provision is 
an attempt to deal with the longer 
term problem of Medicare, just as we 
have done it with Social Security, to 
slowly phase in and move up the age of 
eligibility to treat Medicare entitle
ment the same way we treat Social Se
curity. Why? Because we do care about 
working people, because we do care 
about providing for those who are less 
fortunate, because we do care about 
preserving and protecting Medicare. 
That is precisely why this Finance 
Committee agreed, on a bipartisan 
basis, to extend the age of retirement 
for Medicare eligibility. 

We have another problem. The other 
problem is a demographic time bomb, 
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and that demographic time bomb is the 
baby boom generation. As I look 
around this Chamber, there are a num
ber of baby boomers here. All of us in 
the U.S. Senate understand, if we fail 
to act, all of these programs are going 
to be in deep trouble. The harsh reality 
is, the number of people eligible for 
these programs is going to double in 
very short order. Starting in the year 
2012, when the baby boomers start to 
retire, the number of people eligible for 
these programs is going to double. The 
entitlements commission told us 2 
years ago that in the year 2012, if we 
fail to act, every penny is going to go 
for entitlements and interest on the 
debt. There is not going to be any 
money for parks. There is not going to 
be any money for highways. There is 
not going to be any money for edu
cation. There is not going to be any 
money for law enforcement. There is 
not going to be any money for one 
thing after another. If that is the 
course we want to stay on, agree with 
this amendment. 

Some people say let's wait for a com
mission. Two years ago we had a com
mission. We had the entitlements com
mission. What did they tell us? They 
told us, if you fail to act, you are head
ed for a cliff. Now we can choose to 
continue to fail to act. If we do, we 
know the results. There is no question 
what will happen. We will go right over 
the cliff. Unfortunately, it will not be 
just us going over the cliff, but we will 
be taking our fellow Americans right 
with us. 

We do not need another commission. 
It is time to act. It is time to protect 
Medicare for the long term. It is time 
to reject this amendment. 

Ms. MIKULSKI. Mr. President, I rise 
today to support the point of order by 
Senator DURBIN to strike the language 
increasing the eligibility age of Medi
care from 65 to 67. 

I oppose raising the eligibility age 
because it breaks the promise of heal th 
insurance at age 65 for all Americans. 
The change was made to balance the 
budget. It was not to make a better, 
more efficient health care system. The 
change will hurt people who work hard 
and play by the rules. 

In 1965, our country realized that it 
was important to make sure that all 
Americans over the age of 65 had 
heal th insurance. For those Americans 
that did not have the ability to pur
chase health insurance, Medicare was 
there. 
It was a promise that America's sen

iors had somewhere to go. Now, we are 
breaking that promise. I can' t support 
that. Promises made must be promises 
kept. 

We can't turn our backs on people 
who have planned their lives depending 
on our promises. 

This change wasn't done to help peo
ple. It wasn't done to improve the sys
tem. It wasn't done to make sure that 

. seniors in Maryland and the country 
will have a longer and happier life. 

It was done to balance the budget. It 
was done to save a few dollars. 

No thought was given to .the real life 
effects on America's seniors. 

Raising the eligibility age hurts peo
ple when they need insurance most: in 
their sixties, at the end of their work
ing lives. 

Retirees cannot afford insurance at 
that age if they can even find it. 

What do we say to the factory work
ers and construction workers whose 
bodies are worn down by age 60? 

Now when they need insurance the 
most, it isn't there. The government 
just moved the Medicare age another 2 
years away. 

Before we start to make big changes 
in Medicare, we need to talk to the 
most important people to consider: The 
people who use the program. 

We need to ask them what works, 
what could be better, and what we 
should change. 

We need to have a national bipar
tisan debate on what Medicare shoul.d 
look like. 

We need Presidential leadership. 
I want the people of Maryland to be 

a part of that debate. 
That way, if we need to make big 

changes, everyone will have had a 
chance to speak up and be heard. 

Everyone will understand the 
changes. 

Raising the eligibility age penalizes 
the citizens of Maryland and the rest of 
the country who have worked hard, 
saved, and played by the rules. 

I ask the other Senators to join me 
and Senators DURBIN and REED to sup
port this amendment. 

Let's strike the increase in the Medi
care eligibility age from 65 to 67. 

We do not serve in the Senate to tell 
Americans, "we needed a few more dol
lars for our budget so you'll have to 
change your plans. " 

We should listen to people, debate op
tions, and make the hard choices open
ly. 

Let's not change the rules during the 
middle of the game and the middle of 
the night. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LAUTENBERG. I yield 4 minutes 
to the Senator from Massachusetts. 

The PRESIDING OFFICER. That will 
consume all the time of the Senator 
from New Jersey. 

Mr. LAUTENBERG. I understand. 
The PRESIDING OFFICER. The Sen

ator from Massachusetts. 
Mr. KERRY. Mr. President, I have 

listened to a number of my colleagues 
come to the floor and say we are head
ing toward the cliff, we have to do this 
because people are living longer and, if 
we do not do this, we are not going to 
be able to save Medicare. 

It is true that people are living 
longer. But it is not true that this is 

the only way to save Medicare. The no
tion that we have to be forced to have 
a choice on the floor of the Senate, 
with the idea that, in order to make up 
for a fixed amount of money that we 
are supposed to find to make up for 
cutting, that we have to take it out of 
that gap between the age of 65 and 67, 
is absolutely specious. What they have 
decided to do is find a fixed amount of 
money so we can give an $85 billion tax 
cut. I mean, the tax bill is not on the 
floor today, but this is related to the 
tax bill. The fact is, we are going to 
find our capacity to give back $85 bil
lion, the lion's share of which will go 
to the wealthiest people in America 
under the current construction. And, in 
order to do that, we are forced to come 
here and tell people who are 65 years 
old, in the future-even if it begins for 
somebody who is 60 or 65 today, if you 
are 61 and you are looking at the time 
when you are 67 then you will be eligi
ble for Medicare, you are forced to go 
out and find it somewhere in the mar
ketplace. For a whole lot of people in 
America that age they cannot find it in 
the marketplace. They cannot afford 
it. There is no provision in this meas
ure that provides some kind of stopgap 
capacity for those people to be able to 
afford the pre mi urns they will be 
charged in the marketplace. 

So the choice of the U.S. Senate is, 
so we can give an $85 billion tax bo
nanza to a lot of people in America, 
people between the age of 65 and 67 in 
the future are going to have to do 
whatever they can to get health care. 
Do whatever you can; we are cutting 
you off. We are moving exactly in the 
opposite direction from what every
body in the heal th care industry in this 
country says-that we ought to be cov
ering more people, not less. What is the 
rationale for that? What is the philo
sophical connection between saying we 
want more people covered in their 
health care in America, particularly in 
the later years of their life, but we are 
going to come along here now and fa
cilitate this great tax give-back by 
making sure that we fix Medicare. 
What is the connection between the tax 
and the Medicare? 

Everybody says we have to fix it. 
Well, it is money that is available. This 
is a zero sum game. There is money 
here. There is money there. You have 
the ability to find it if you want to. 
You do not have to necessarily do that, 
but, instead, we are making a choice to 
do it. 

I recognize obviously people are liv
ing longer. I know what the demo
graphics say about Medicare in the 
long run. Maybe in the long run the 
commission would come back and say 
it makes sense to lift the age but it 
also makes sense to guarantee that no
body falls through the cracks. The way 
you are going to guarantee that no
body falls through the cracks is raise 
the premiums on the richest people in 
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America, for whom the average person 
is paying for their ability to be able to 
ride the Medicare train, and ask them 
to contribute more so the people who 
will fall through the cracks won't in 
fact fall through the cracks. This is not 
that hard a choice. 

But rather than even try to do that, 
we are being presented at the 11th hour 
with something that the White House 
didn ' t cut in in the deal. This wasn 't in 
the budget agreement. This is right out 
of the sky. We are going to reach out 
and do this because in a certain respect 
it seems to make sense on paper. I do 
not think it makes sense in the lives of 
a lot of people who will not be able to 
buy health care, who will be squeezed 
out of the system, even if you can say 
it is not going to cut in until the year 
2002 and people are going to have plen
ty of time for it. Somebody who is 
downsized and out of work at that age 
and does not have the ability to pro
vide additional income does not have 
the capability of paying $6,000 or 
$7,000--and it will be more by then, in
cidentally, for the annual health care 
premiums. 

So what you are really deciding to do 
is cut off and not include people , poor 
people, in coverage. You are going to 
exclude people from coverage , and that 
is the exact opposite direction than we 
ought to be moving in. 

I yield back whatever time I have. 
The PRESIDING OFFICER. All time 

has expired on the motion to waive. 
Who yields time? 
Mr. NICKLES. Will the Senator give 

me 5 minutes off the bill? 
Mr. ROTH. I yield 5 minutes to the 

Senator from Oklahoma. 
The PRESIDING OFFICER. The Sen

ator from Oklahoma is recognized for 5 
minutes. 

Mr. NICKLES. Mr. President, first, I 
wish to compliment several speakers, 
Senator KERREY of Nebraska and Sen
ator CONRAD of North Dakota, for ex
cellent statements, and Senator 
GRAMM and others who spoke out on 
the need for policy change. 

Some of my colleagues on the other 
side say it was not in the budget agree
ment. That 's right. The reason they 
can make a point of order is it has no 
financial impact over the next 5 years. 
The reason is, as proponents of this 
amendment, we wanted to give people 
plenty of time to make this change, to 
get rid of the eligibility time to be con
current with Social Security. I urge 
my colleagues on the other side who 
are opposing this amendment to take a 
look at the estimate of 1997 Hospital 
Insurance Trustee Report regarding 
what the health of Medicare part A 
trust fund will be. It is going broke and 
it is going broke rapidly. 

Some of my colleagues say this bill 
keeps the trust fund solvent for 10 
years. You will not hear this Senator 
say it because I do not think it is the 
case. We are making some changes. We 

are going to save $115 billion in Medi
care. In addition, we are going to 
transfer home heal th, over a period of 
years phase it into part B, three-quar
ters of which is paid for by general rev
enues, by taxpayers. I do not think it 
keeps the trust fund solvent for 10 
years. 

I am looking at the trust fund report. 
It says that by the year 2005 Medicare 
part A is going to have a $97.3 billion 
revenue shortfall, deficit; in Medicare 
alone, almost $100 billion by the year 
2005, only 7 .5 years from now. I fail to 
see how we are going to keep it solvent 
for 10 years. 

To address some long-term reforms, 
the Finance Committee passed some 
good policy changes that will make eli
gibility for Medicare concurrent with 
Social Security, and, yes, that means 
somebody my age is going to have to 
wait another year before he or she is 
eligible for Medicare. 

Well , guess what? Life expectancy 
· has increased since 1965. Males age 65 
are now expected to live 15.5 years and 
females age 65 will live 19 years. In 
1965, a male age 65 would live on aver
age only 13 years and a female 16 years. 
People are living longer. And the per
centage of people who are paying into 

· the system is decreasing. In 1965, we 
had 5.5 workers for every beneficiary. 
In 2030, there will only be 2.3 workers 
for every beneficiary. 

Some people seem to think the solu
tion is raising taxes. If we want to keep 
the trust fund solvent for the next 25 
years, the trustees say we should in
crease payroll taxes by 66 percent, and 
if you want to keep it solvent for 75 
years, they say we should raise the cur
rent 2.9 percent tax- that is 1.45 per
cent for employee and employer-we 
should raise that to 7.22 percent imme
diately. I don't want to do that. I don ' t 
want to have that big a payroll tax in
crease. 

So what can we do to make the sys
tem more solvent? What can we do to 
make sure the money will be there 
when people need it? One of the things 
we can do, and one of the things that 
will come out of any report-any re
port-will say that we should have eli
gibility age be concurrent with Social 
Security. It is the right thing to do. 

I compliment my colleagues on the 
Finance Committee who have spoken 
on behalf of this amendment, as well as 
the chairman of the Finance Com
mittee for putting it in. We didn' t get 
any scoring for it. If anybody says we 
are doing it so you can pay for tax cuts 
for wealthy citizens, that is absolutely, 
totally , completely false. We got zero 
scoring for this, but it happens to be 
the right thing to do, and it happens to 
be in the long term, that this will help 
keep Medicare more solvent, it will 
help ensure there will be a Medicare 
program when I reach retirement age. 
It still won't solve the problems. I will 
tell m y colleagues, even in spite of the 

fact we do-and we have to do it and 
the earlier we do it the better off so 
people have more time to know the 
changes are coming- in spite of this, 
we are still going to have to make fur
ther changes. 

I ask unanimous consent to have 
printed in the RECORD a report of the 
part A trust fund by the hospital trust
ee report. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

PAYROLL TAX DATA FOR EMPLOYEE AND EMPLOYERS 

Wage base Tax rates (in percent) 
Year 

OASDI HI Total OASI DI HI 

1950 ........................ 3,000 n/a 1.500 1.500 n/a n/a 
1951 3,600 n/a 1.500 1.500 n/a n/a 
1952 .. 3,600 n/a 1.500 1.500 n/a n/a 
1953 .... 3,600 n/a 1.500 1.500 n/a n/a 
1954 .. ... 3,600 n/a 2.000 2.000 n/a n/a 
1955 4,200 n/a 2.000 2.000 n/a n/a 
1956 .. ... ...... .. ... 4,200 n/a 2.000 2.000 n/a n/a 
1957 .. .. ...... .. .... 4,200 n/a 2.250 2.000 0.250 n/a 
1958 ... ......... .. ... 4,200 n/a 2.250 2.000 0.250 n/a 
1959 .. .............. 4,800 n/a 2.500 2.250 0.250 n/a 
1960 .................... 4,800 n/a 3.000 2.750 0.250 n/a 
1961 ....... 4,800 n/a 3.000 2.750 0.250 n/a 
1962 ... .. .. ...... . 4,800 n/a 3.125 2.875 0.250 n/a 
1963 ............ 4,800 n/a 3.625 3.375 0.250 n/a 
1964 .......................... 4,800 n/a 3.625 3.375 0.250 n/a 
1965 .. .............. .. .... 4,800 n/a 3.625 3.375 0.250 n/a 
1966 ....................... 6,600 6,600 4.200 3.500 0.350 0.350 
1967 .......................... 6,600 6,600 4.400 3.550 0.350 0.500 
1968 ... · .... .. ...... .. .. .. ...... 7,800 7,800 4.400 3.325 0.475 0.600 
1969 .. 7,800 7,800 4,800 3.725 0.475 0.600 
1970 ....... 7,800 7,800 4.800 3.650 0.550 0.600 
1971 ... 7,800 7,800 5.200 4.050 0.550 0.600 
1972 .... .... 9,000 9,000 5.200 4.050 0.550 0.600 
1973 .. .. ....................... 10,800 10,800 5.850 4.300 0.550 1.000 
1974 ................... ...... . 13,200 13,200 5.850 4.375 0.575 0.900 
1975 .. .. 14,100 14,100 5.850 4.375 0.575 0.900 
1976 .... ... . 15,300 15,300 5.850 4.375 0.575 0.900 
1977 ....... ......... ...... ..... 16,500 16,500 5.850 4.375 0.575 0.900 
1978 ........ 17,700 17,700 6.050 4.275 0.775 1.000 
1979 .... ..... ... ..... .... ... ... 22,900 22,900 6.130 4.330 0.750 J.050 
1980 ........................... 25,900 25,900 6.130 4.520 0.560 1.050 
1981 29,700 29,700 6.650 4.700 0.650 1.300 
1982 ............ ....... ..... .. . 32,400 32,400 6.700 4.575 0.825 J.300 
1983 ........................ .. . 35,700 35,700 6.700 4.775 0.625 1.300 
1984 .. 37,800 37,800 7.000 5.200 0.500 1.300 
1985 ............ . 39,600 39,600 7.050 5.200 0.500 1.350 
1986 ............... 42,000 42,000 7.150 5.200 0.500 1.450 
1987 ..... 43,800 43,800 7.150 5200 0.500 1.450 
1988 .. 45,000 45,000 7.510 5.530 0.530 1.450 
1989 ........................... 48,000 48,000 7.510 5.530 0.530 1.450 
1990 .. .. ................ 51 ,300 51,300 7.650 5.600 0.600 1.450 
1991 ... ... ..... ... . 53,400 125,000 7.650 5.600 0.600 1.450 
1992 .. ............. 55,500 130,200 7.650 5.600 0.600 1.450 
1993 .. ....... 57,600 135,000 7.650 5.600 0.600 1.450 
1994 .. .... .......... .. ...... ... 60,600 no limit 7.650 5.260 0.940 1.450 
1995 ..................... .. .. .. 61 ,200 no limit 7.650 5.260 0.940 1.450 
1996 . ························ 62,700 no limit 7.650 5.260 0.940 1.450 
1997 .... .. ....... .............. 65,400 no limit 7.650 5.350 0.850 1.450 
1998 .. .. .. .. . : ...... .. ...... .. . 68,700 no limit 7.650 5.350 0.850 1.450 
1999 .... ........ .. .. .. ......... 71,400 no limit 7.650 5.350 0.850 1.450 
2000 ................ .. ..... 74,100 no limit 7.650 5.300 0.900 1.450 
2001 ...... .. .......... 76,800 no limit 7.650 5.300 0.900 1.450 
2002 ........................ 79,800 no limit 7.650 5.300 0.900 1.450 

Source: 1996 Trustees Reports and President's Budget. 

PAYROLL TAX DATA FOR EMPLOYEES AND EMPLOYERS 

Maximum annual contribution 
Year 

Total OASI DI HI 

1950 ................. .. .. .. .. 45 45 n/a n/a 
1951 54 54 n/a n/a 
1952 .. 54 54 n/a n/a 
1953 .. . 54 54 n/a n/a 
1954 .. . 72 72 n/a n/a 
1955 .. 84 84 n/a n/a 
1956 ........ ................. .... ......... 84 84 n/a n/a 
1957 . 95 84 11 n/a 
1958 95 84 II n/a 
1959 .:::::: .. 120 108 12 n/a 
1960 144 132 12 n/a 
1961 ................ ...... .... .... 144 132 12 n/a 
1962 .................. .. 150 138 12 n/a 
1963 ... 174 162 12 n/a 
1964 ................. .. ... ..... 174 162 12 n/a 
1965 ......................... 174 162 12 n/a 
1966 277 231 23 23 
1967 290 234 23 33 
1968 343 259 37 47 
1969 . 374 291 37 47 
1970 374 285 43 47 
1971 406 316 43 47 
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Continued 

Maximum annual contri bution 
Year 

Total 

1972 . 468 
1973 . ··························· 632 
1974 772 
1975 ... .. .... ... ..... ........ 825 
1976 895 
1977 965 
1978 1,071 
1979 1,404 
1980 1,588 
1981 1,975 
1982 2,171 
1983 2,392 
1984 2,646 
1985 2,792 
1986 3,003 
1987 3,132 
1988 . 3,380 

Age today-

Over 65 
Over 65 
Over 64 
Over 63 .... .......................... . 
Over 62 
Over 61 . 

OASI 

365 
464 
578 
617 
669 
722 
757 
992 

1,171 
1,396 
1,482 
1,705 
1,966 
2,059 
2,184 
2,278 
2,489 

Over 60 .......... .................. .. ....... . 
Over 59 ...................... .. 
Over 58 
Over 57 
Over 56 .. 
Over 55 
Over 54 
Over 53 
Over 52 
Over 51 
Over 50 ....... 
Over 49 
Over 48 ............................. . 
Over 47 . 
Over 46 ........................... . 
Over 45 .......................... .. ..... . 
Over 44 . 
Over 43 .. 
Over 42 . .. ...... .. .. .. ........ .. .... ...... ... . .. 
Over 41 .. 
Over 40 ... . 
Over 39 . .. ........ .. .. .. .. .. .... .... .. .. ...... .. 
Over 38 . 
Over 37 ..... .... ... .. .. .............. . 
36 and under .... .... .. 

DI 

50 
59 
76 
81 
88 
95 

137 
172 
145 
193 
267 
223 
189 
198 
210 
219 
239 

Continued 

Maximum annual contribution 
Mr. NICKLES. Mr. President, I ask 

unanimous consent to have printed in 
the RECORD a chart showing the Medi
care eligibility age as to what it is 
today and what it will be should this 
amendment be adopted. 

Year 
HI 

54 1989 
108 1990 
119 
127 
138 
149 
177 
240 
272 
386 
421 
464 
491 
535 

1991 
1992 
1993 ..... 
* 1994 . 
* 1995 
* 1996 
* 1997 
* 1998 
* 1999 
* 2000 
* 2001 
* 2002 

Total OASI 

3,605 2,654 
3,924 2,873 
4,085 2,990 
4,246 3,108 
4,406 3,226 
4,636 3,188 
4,682 3,219 
4,797 3,298 
5,003 3,499 
5,256 3,675 
5,462 3,820 
5,669 3,927 
5,875 4,070 
6,105 4,229 

DI 

254 
308 
320 
333 
346 
570 
575 
589 
556 
584 
607 
667 
691 
718 

HI 

696 
744 
774 
805 
835 
879 
887 
909 
948 
996 

1,035 
1,074 
1,114 
1,157 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 

609 * =The table computes the maximum HI tax contribution based upon the 
635 OASDI wage base, even though the HI wage base was higher than the OASDI 
653 wage base in 1991, 1992, and 1993 and eliminated thereafter. 

MEDICARE ELIGIBILITY AGE 

Born in-

Before 1931 .. .. .. .... .... ........ .. .... ... ... . 
Before 1932 
Before 1933 ...... .. .. .. .. .. ...... .. .. .... . 
Before 1934 
Before 1935 
Before 1936 .. ........... .......... . 
Before 1937 
Before 1938 .. . 
Before 1939 ....... ... .. .............. . 
Before 1940 ........... .. ..... .. ..... .. .. .. .... . 
Before 1941 
Before 1942 . 
Before 1943 
Before 1944 .... 
Before 1945 
Before 1946 
Before 1947 . .. ......................................... .. . 
Before 1948 ..... ............. .. ...... ...... ............... . .. . ... ............ . 
Before 1949 . .. ........................ . 
Before 1950 
Before 1951 ................. .. .......... . 
Before 1952 . 
Before 1953 .......................... . 
Before 1954 
Before 1955 
Before 1956 
Before 1957 
Before 1958 
Before 1959 .. .. .. .. .. .. ............. .. .. ......... ........ .. . . 
Before 1960 
Before 1997 . 

Current 
law (years) 

65 65 y .. .. .......... . 
65 65 y ........ .. 

Proposed 

None 
None 

Change 

65 65 y ..... . ............ ......... . None 
65 65 y .. .. . 
65 65 y ................. .............. .. 
65 65 y ......... . ............ ...... .. .... .. . 
65 65 y ......... . ................. ........... . 
65 65 y .... ...... .. .... ........ . 
65 65 y 2 m ............................ . 
65 65 y 4 m . 
65 65 y 6 m . 
65 65 y 8 m ................................. .. . 
65 65 y 10 m .. 
65 66 y 0 m 
65 66 y 0 m ....................... .. .... .. ... . 
65 66 y O m 
65 66 y 0 m 
65 66 y 0 m 
65 66 y O m 
65 66 y 0 m .. . ... .............. .. ......... . 
65 66 yo m ............. .. ... .. ... ......... .. .. . 
65 66 y 0 m 
65 66 y 0 m 
65 66 y 0 m ..... . 
65 66 y O m ............................ . 
65 66 y 2 m ..... .. ........ ... ......... . 
65 66 y 4 m 
65 66 y 6 m 
65 66 y 8 m 

None 
None 
None 
None 
None 
+2 months 
+4 months 
+6 months 
+8 months 
+10 months 
+l year 
+l year 
+l year 
+l year 
+l year 
+l year 
+l year 
+l year 
+l year 
+l year 
+I year 
+l year 
+ 1 yr 2 months 
+I yr 4 months 
+ 1 yr 6 months 
+ 1 yr 8 months 
+I yr 10 months 65 66 y JO m 

65 67 y 0 m . .................................... .. ............. +2 years 

Mr. NICKLES. Mr. President, I urge 
my colleagues, let's have a bipartisan 
vote for responsibilities not to score 
some points, but really try to make 
sure Medicare funds will be there when 
promised. I yield the floor. 

I say to my colleagues, why do you 
think people are living longer? Because 
we have Medicare. In the old days, we 
didn't have it and people got very, very 
sick. Take a look at Russia. The aver
age man there lives to 58 because they 
have no access to health care. People 
are living longer because they go to a 
doctor early, they don ' t wait for a cri
sis. They get preventive care, and what 
this bill does is say, " American people, 
you're living too long, we 're going to 
have to send this back. " Do we want to 
go back to when people died at 58 and 
60? Then you will really have a strong 
Medicare Program because no one will 
be able to use it. Thank you, I yield the 
floor. 

Mr. President, just two points in 4 
minutes, the first one being, I was lis
tening to my colleague from Okla
homa, and I know he had to leave the 
floor, but I heard him say this has not 
been scored and it has nothing to do 
with the tax cuts. But, I think only 
here in the Senate do we sort of 
decontextualize what we are doing. I 
don ' t think most people in the country 
do. Most people in the country see a 
clear connection between the reconcili
ation bill on tax cuts, the lion's share 
of benefits going to the very top of the 
population and, at the same time, what 
is, indeed, the functional equivalent of 
a cut in Medicare benefits. 

The PRESIDING OFFICER. All time 
has expired on the motion to waive. 

Mr. LAUTENBERG. Mr. President, I 
yield 4 minutes off the bill to the Sen
ator from Minnesota. 

The PRESIDING OFFICER. The Sen
ator from Minnesota is recognized. 

Mr. WELLS TONE. I am pleased to 
follow the Senator from California, if 
that would be all right. 

Mrs. BOXER. Just 1 minute. 
Mr. LAUTENBERG. Fine. The Sen

ator from California can have 1 minute. 
Mrs. BOXER. Just 1 minute. 
The PRESIDING OFFICER. The Sen

ator from California is recognized for 1 
minute. 

Mrs. BOXER. Mr. President, I thank 
my colleague for yielding. People are 
living longer, so what are we doing 
about that? We are punishing them in 
the committee bill , saying, " You're 
living longer, therefore, you have to 
wait until you are 67 to get onto Medi
care. " 

The PRESIDING OFFICER. Who 
yields time? 

Mr. WELLS TONE addressed the 
Chair. 

Mr. LAUTENBERG. I yield 4 minutes 
to the Senator from Minnesota. 

The PRESIDING OFFICER. The Sen
ator from Minnesota is recognized for 4 
minutes. 

Mr. WELLSTONE. I thank the Chair, 
and I thank the Senator from New Jer
sey. 

I am troubled by the discussion be
cause, Mr. President, I think that what 
some of my colleagues are talking 
about in the name of saving or pre
serving Medicare will have just the op
posite effect. Maybe that is the prob
lem. We do it on a reconciliation bill, 
there is not a lot of time, and we don ' t 
really know what the consequences are 
of what we are doing. But, I will sug
gest to you that if we are serious about 
cost containment and we are serious 
about what we need to do to deal with 
the estimates of how many people will 
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be living to be over 65 and 85 when we 
get to the year 2030 and, at the same 
time, how many people are working, 
and all of what has been presented here 
by way of demography, then what we 
will do is not just focus on Medicare, 
we will go back to looking at this over
all health care system, and we will fig
ure out ways in which we contain costs 
so that, indeed, we can provide decent 
health care coverage, not just to the el
derly but to other citizens as well. 

What we are doing now, philosophi
cally, is we are moving in exactly the 
opposite direction. Whatever happened 
here? Just a couple of years ago, we 
were talking about Medicare for all. 
We were saying that we ought to make 
sure that other people have the same 
opportunities as elderly people. Now 
what we seem to be doing is saying, My 
gosh, there are some people in the 
country who don't have good coverage; 
what we now need to do is downsize 
Medicare instead of improving Medi
care and improving health care for peo
ple in this country. It makes no sense 
whatsoever. 

Mr. President, this is a huge mis
take-a huge mistake. We ought to be 
talking about providing good health 
care coverage for elderly people. We 
ought to be talking about keeping this 
as a universal coverage program. We 
ought to be talking about health care 
reform systemwide. And we ought to be 
talking about not downsizing Medicare 
but, as a matter of fact, taking this 
very good program and making sure 
that all of our citizens have the oppor
tunity for decent heal th care coverage. 

This proposal coming out of the Fi
nance Cammi ttee takes us exactly in 
the wrong direction. It is profoundly 
mistaken, and I thank Senator DURBIN 
for his leadership and am proud to sup
port his effort. I yield the floor. 

M,r. COATS addressed the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. COATS. I wonder if the Senator 

from Delaware will yield me a couple 
of minutes off his time? 

Mr. ROTH. I yield 2 minutes off the 
bill. 

The PRESIDING OFFICER. The Sen
ator from Indiana is recognized for 2 
minutes. 

Mr. COATS. Mr. President, I was sit
ting in the Chair and listening to the 
debate and listening just now. I came 
to the Congress in 1980, and one of the 
first issues we tried to do was the pend
ing Social Security problem. 

Over an 18-year period of time, we 
have been debating Medicare and So
cial Security and what changes need to 
be made to guarantee solvency for the 
future. I don't think there is any Mem
ber on this floor who doesn' t under
stand the facts. The trustees have re
ported over and over, we have had com
missions, we have had demographers, 
we have had politicians- everybody has 
been talking about the problem that 

we all know is coming very, very soon: 
The problem that if we don't make 
structural changes within the pro
grams, we are going to face imminent 
collapse of the system. It just can't 
sustain. The numbers are clear to ev
erybody. 

There are a number of ways to fix it. 
As the Senator from Pennsylvania 
said, we can raise taxes, cut spending, 
impose penalties on providers. I find it 
somewhat stunning that a proposed 
phase in of a fix-which doesn' t fix the 
problem, it defers the problem for an
other 10 years so the Congress in 2008 
can deal with it as we are dealing with 
it here and every Congress before 
that-something that phases in over a 
period of 24 years that basically doesn't 
affect anybody in the current system, 
raises such a level of passion as if we 
are destroying the program. 

We are going to probably lose this 
vote. We will have postponed for the 
umpteenth time any solution proposed 
by anybody. No matter what is sug
gested, it is rejected. I have seen doz
ens of proposals out here. Every one re
jected. The language always turns to
well, I don't want to use the word dem
agoguery- it always turns to pitting 
one class against another class, and 
those who are trying to get a fix pro
posed basically are labeled as people 
who want to destroy the system. Actu
ally, they want to save the system. 

I don 't think we have the political 
will to do it. Probably when the system 
collapses or is near collapse, the people 
will rise up and demand their rep
resentatives do something. I hope they 
lodk back at the record of all those 
who tried to do something over 18 
years and, basically, were shouted 
down. in the process time after time 
after time. We will undoubtedly lose 
this one, too. We will move on. Hope
fully, we will get to the brink of col
lapse sooner rather than later, so it 
will not cost as much to fix it. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. LAUTENBERG. Mr. President, I 
yield 5 minutes off the bill to the Sen
ator from Illinois. 

The PRESIDING OFFICER. The Sen
ator from Illinois is recognized. 

Mr. DURBIN. Mr. President, I thank 
my colleague from New Jersey. 

So tt is understood what we are de
bating, there is a provision in this bill 
which would raise the eligibility age 
for Medicare from 65 to 67. There are 
those of us who think that is unwar
ranted and are opposing it and there 
are those, of course, who are defending 
it. 

It is interesting to me to consider 
what we are debating here. Five years 
ago, we debated on Capitol Hill the 
premise that not enough Americans 
had health insurance. Forty million 
Americans uninsured, millions under
insured, what would we do as a nation? 
Would we rise to the challenge? Would 

we come to the rescue of these families 
and individuals? We debated it long and 
hard, and we failed. 

When it was all said and done, noth
ing was done. A lot of ridicule and 
scorn was heaped on the White House 
and the First Lady and nothing hap
pened. 

So 5 years later, we return to the de
bate of health insurance coverage, but 
this time with a different premise. In
stead of helping more people receive in
surance covera~e, we now have in this 
bill a proposal to take more people off 
insurance coverage. 

Have we come full circle? Five years 
later, there is a proposal to increase 
the eligibility age for Medicare from 65 
to 67, and the younger Members of the 
Senate stand over there and say, "Peo
ple can prepare for it, people can get 
used to it, people can save for it." 

Think of the real-life challenges. 
Someone I know personally at age 60 
retired from management in a com
pany in California with heal th care 
benefits and a g·old watch. Along came 
some changes in management, a little 
downsizing, and guess what? They sent 
him a letter saying, "Sorry, no more 
health insurance for you as a retiree 
from the management of our com
pany." As he received the letter, he 
started having heart problems, two dif
ferent heart surgeries, and this indi
vidual who had derided big Government 
programs overtaking your lives started 
counting the days until he would be el
igible for Medicare, realizing that un
insured and uninsurable, he had no pro
tection. 

What is the proposal in the Finance 
Committee? Let him hang out for an
other 24 months, let him count another 
24 months and days wondering if he can 
live long enough to be covered by Medi
care. It is shameful. It is shameful that 
we have not preceded this debate with 
a discussion about how we will provide 
more coverage for people across Amer
ica. 

They want to create a commission in 
this bill to study the problem, and we 
should. One of the provisions the com
mission is supposed to study is whether 
or not to extend Medicare to those age 
62 and beyond. But before the commis
sion comes back and reports, the Fi
nance Cammi ttee would say to us, be
fore we know what the fix is for Medi
care, let's start with the premise that 
we are going to raise the retirement 
age, let's start with the premise that 
people will pay more out of pocket, and 
then let's talk about reform of Medi
care. 

Excuse me; excuse me. This program 
was designed to help people in their re
tirement. It has worked. It is success
ful. Some of my friends on the 'Other 
side resent it because it is a Govern
ment program that people respect and 
admire. For them to now have a shot 
at raising this retirement age to age 67 
is unfortunately going to put more peo
ple in the lurch. People who have made 
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their plans and want to make them 
cannot anticipate whether they will be 
wealthy enough to pay for hospitaliza
tion insurance, whether they will be 
healthy enough to take care of them
selves. Instead, we should be providing 
protection. What we are doing is put
ting more and more people into jeop
ardy. I think that is shameless. 

Look at this, too. This comes to us as 
part of a debate about a tax cut. This 
was supposed to be a tax cut that fami
lies across America would cheer. Which 
family will cheer the prospect of 2 
more years of uninsurability under 
health insurance? You and I know we 
value this as much as anything. 

When my young daughter, fresh out 
of college, got a new job, the first thing 
her dad asked was, "What about health 
insurance, Jennifer?'' 

"Oh, dad, I have a little bit of this 
and a little bit of that." And I worry 
about it every step of the way. She is a 
healthy young woman, but think about 
a situation where you are 60 or 62 and 
you are not healthy, you don't have in
surance, and it costs $10,000 a year out 
of your pocket. The folks in the Fi
nance Committee say this is part of re
form, this is responsible, this is com
passion, this is courageous. I'm sorry, 
this is just plain wrong. 

Let us have a national debate to 
make sure that Medicare is there for 
decades to come for everyone who 
needs it. Let us say to the high school 
classes that are skeptical, yes, you 
have to sign up to help your parents 
and grandparents, as your children will 
sign up to help you. It is part of Amer
ica. It is part of our responsibility as a 
family in America. Instead, we have 
these potshots at Medicare to raise the 
retirement age to 67 without so much 
as a suggestion of what it will mean to 
the American family. This is wrong. 
We should defeat it. 

I urge my colleagues to join me in 
opposing the motion to waive the budg
et agreement. 

The PRESIDING OFFICER. The Sen
ate Democratic leader. 

Mr. DASCHLE. I will use my leader 
time to address the amendment. 

I rise to associate myself with the re
marks so eloquently made by the dis
tinguished Senator from Illinois. He 
speaks for many of us and has done so 
on several occasions. · 

This issue really does define us. It is 
an issue that, in many respects, re
flects our party's approach to the larg
er issue of access to heal th care in this 
country. Year after year and time after 
time in Congress after Congress many 
of us have come to the floor expressing 
a desire to expand ways to protect peo
ple from the serious problems they face 
when they have inadequate health cov
erage. 

Many of us have had personal family 
experiences in recent times that per
sonalize this issue for us. Those of us 
who have parents who have suffered as 

a result of illnesses can thank our 
predecessors for the foresight they 
demonstrated in bringing Medicare to 
people that otherwise would not have 
had any health coverage. Indeed, other 
provisions of this legislation recognize 
the importance of expanding heal th 
coverage by encouraging States to find 
new ways to insure children. So how 
ironic, at the very time we are expand
ing heal th care for one segment of our 
population we are taking it away from 
another. How ironic. 

Mr. President, this is too important 
an issue to be left to a brief debate on 
an amendment in a reconciliation bill. 
This ought to be the subject of a 
weeklong debate. We ought to be debat
ing this in depth, debating· all of the 
ramifications of this amendment, be
cause this issue is as important as they 
get. 

This legislation essentially tells mil
lions of Americans that their coverage 
is no longer available to them, at the 
very time when they need it the most. 

As many of my colleagues have 
noted, we have hundreds if not thou
sands of companies that have manda
tory retirement at age 65, and along 
with that retirement comes a termi
nation of health benefits. What is going 
to happen to these people? What is our 
message to them? 

Now, if we had done the right thing a 
few years ago and ensured that every
body, regardless of age, had access to 
health care, I probably would not be 
standing here at this moment. But we 
did not do that. Instead, we said we 
will address this problem step by step, 
that we will find ways to expand cov
erage incrementally. Never once did I 
hear anybody come to the floor and say 
we should be taking insurance away 
from people. 

Mr. President, I cannot support an ef
fort that will increase the number of 
uninsured Americans. I cannot be a 
part of it. I hope that my colleagues on 
this Senate floor, before they vote, will 
think about what it means for millions 
of people who are watching right now, 
hoping that we have the good sense not 
to take away the only option they will 
have for good health care in the future. 
This is a critical vote. I hope all of my 
colleagues will weigh very carefully all 
of the consequences of this legislation 
prior to the time they cast their vote. 

I yield the floor. 
Mr. LAUTENBERG. I yield myself 3 

minutes. Mr. President, a significant 
part of the discussion has been why it 
is that we do not, to use the expression, 
bite the bullet, get it going, set the 
program into place so that over the 
years this will work its way into the 
system and we will have done better by 
Medicare. 

Well, Mr. President, I was the senior 
Democratic negotiator in developing 
the budget resolution, and we shook 
hands and we came to the consensus, 
and this bill before the Senate, part of 

the reconciliation package, now is sup
posed to put into place, as I understand 
it, the things that we agreed to in the 
extensive meetings that we had, in
cluding participants from the White 
House and the House of Representa
tives, as well. 

Having gotten that into place, sud
denly now we are approached with 
something that I describe and Senator 
KERRY from Massachusetts before de
scribed as coming in from nowhere, 
coming in from outer space. I say com
ing in from left field. Suddenly, we.had 
a new proposition to consider whether 
or not we will say to those who are an
ticipating that their coverage would 
fall into place at age 65, well, no, we 
have a new kind of novel idea. We are 
going to extend it to age 67 and we 
want to get it into place now. 

Mr. President, in the development of 
this bill, this big booklet I am holding, 
there is a chapter on commissions, and 
we say that the commission shall meet 
and within 12 months after their ap
pointment-it is a 15-person commis
sion, bipartisan in character, with 3 ap
pointees by the President-we say in 1 
year we will have a report, we will have 
recommendations. It is not going to be 
done in a half hour or half day on the 
floor of the Senate. We are going to 
take good time and thoroughly review 
it. We will debate it, as our leader said 
just now, debate it, have hearings, re
view it, make sure we are all certain 
about what we want to do. But, no, 
suddenly that is too slow. We want, in 
reality, to take 20 or 30 years to de
velop it, but it has to be done today to 
kick it off. I think that is part of the 
absurdity of this, Mr. President. 

I look at this legislation, and I am 
wondering what happened between the 
Finance Committee's final deliberation 
and this moment here. 

We talk about the purpose of this. 
The purpose of this is purportedly to 
present more solvency to the Medicare 
Program. There is only one problem: 
The program will perhaps be more sol
vent, but more individuals will be in
solvent. That will be the outcome. 
There is nothing more worrisome 
today-and I see it in conversations, 
social, business and otherwise- than 
any other time that I ever remember, 
people saying, "I hope I don't lose my 
health insurance if my company closes 
down." 

I understand that even now in sepa
ration agreements in marital disputes 
that a part of the responsibility that is 
being asked of the income earner is, "I 
want to be provided," says the person 
being left, "with health insurance. I 
need to protect myself. I can't be there 
with the children and be exposed to a 
sickness or an accident." 

People worry about that all the time. 
People who have saved all their lives so 
they would have a little nest egg for re
tirement are saying, "Wow, you see 
what it costs to be in the hospital 
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these days, see what it costs to have an 
operation. It costs so much I would be 
bankrupt if I had to go through one of 
those things." 

We are dealing with a very sensitive 
issue, a very complicated issue. I hope, 
Mr. President, that all of our friends on 
the floor of the Senate will give this a 
chance for the commission to get to 
work to review it and not introduce 
this new- I will call it-extraneous 
subject, and I am not defining it in 
terms of the budget process but in 
terms of the place that it holds. 

I hope we will work, Mr. President, 
not to permit the waiver of the budget 
agreement. 

Mr. ROTH. Mr. President, I yield 5 
minutes off the bill to the distin
guished Senator from New York. 

The PRESIDING OFFICER. The Sen
ator from New York is recognized for 5 
minutes. 

Mr. MOYNIHAN. Mr. President, 
today the Senate is considering two 
important changes approved by the Fi
nance Committee for the Medicare Pro
gram: increasing the eligibility age 
from 65 to 67, and increasing premiums 
for higher income beneficiaries. Rais
ing the eligibility age will simply bring 
Medicare into line with the retirement 
age under Social Security. And means
testing the part B premium is in fact 
overdue. 

I was a member of the administration 
of President Johnson when Medicare 
legislation was developed and enacted, 
and I remind Senators that at that 
time the part B provision for physi
cian's bills was meant to be paid one
half by the individual and one-half out 
of general revenues-50-50. 

In 1972, we limited the increase in the 
part B premium to the rate of increase 
in Social Security benefits, which are 
tied to the Consumer Price Index. Inas
much as medical costs grew at a much 
faster rate than that, generally, of 
prices, that 50-50 share gradually 
dropped to what is now a quarter, 25 
percent. In no way do we change that 
25-75 arrangement that has emerged, 
but we do ask that high-income retired 
persons pay a higher premium. About 6 
percent to 7 percent of retirees will be 
affected. 

Age today-

Retired couples with incomes under 
$75,000, will not in any way be affected; 
individuals with incomes under $50,000 
will not in any way be affected. We are 
really only returning somewhat to the 
original intention and the original pro
visions of Medicare part B. 

If my distinguished chairman would 
permit me, I yield the balance of my 5 
minutes to the distinguished Senator 
from Louisiana. 

Mr. ROTH. That is fine. 
Mr. BREAUX. I thank the distin

guished chairman and the distin
guished ranking member. There is no 
easy answer to this problem. Every
body wants us to fix Medicare, but no
body wants us to do anything in order 
to fix it. 

When you say, "Do you want to in
crease premiums," everybody says no. 
When you say, " Do you want to reduce 
benefits," everybody says no. When 
you say, "Do you want to reduce pay
ments of doctors and hospitals," they 
say no because they may not serve us 
any more. When we say, let's gradu
ally, by the year 2027, forewarn people 
that that will be the eligible age of 
Medicare, we are now saying do not do 
that, either. 

The fact is that in the year 2001 
Medicare becomes insolvent. What are 
we going to tell the people then? Are 
we going to say we did not have the po
litical courage to do anything, so there 
is no more Medicare available for any
body, regardless of age? That is what is 
facing us now. This is probably one of 
the easiest steps toward ensuring that 
Medicare will be solvent. There are no 
easy answers, and I suggest that this is 
one of the easier ones. If we do not 
have the political courage to do this, 
how are we going to handle the ques
tion about what happens when there is 
no mor e Medicare available for any
one? 

I think this ought to be adopted. 
Mr. ROTH. I yield back to the distin

guished chairman of the Budget Com
mittee. 

Mr. DOMENIC!. Mr. President, first, 
I apologize to the distinguished chair
man for not being on the floor, but I 
understand that everybody did a great 

MEDICARE ELIGIBILITY AGE 

Born in- Current 
law (years) 

job. I wish I could have been here to 
listen to it all. 

I had a chart printed in the RECORD. 
I do not think the numbers and years 
can be disputed off of this chart. I want 
to make sure everybody knows what 
this fight is about. 

First of all, for anybody age 59, noth
ing changes. When you get to be 58, it 
will have changed by 2 months. If you 
are today 58, this ha.s been changed by 
2 months. If you are 57 today, it is 
changed by 4 months. If you are 56, it 
is changed by 6 months. If you are 55, 
it is 8 months, and if you are 54, it is 10 
months. 

Now, there is after that period of 
time if you are 53, 52, 51, 50, 49, 48, 47, 
46, 45, 44, 43, 42, it is 1 year-1 year for 
all of those, 1 year. If you are 41 today, 
it is changed by 1 year and 2 months. If 
you are 40, it is 1 year and 4 months. I 
will skip to 37, where it is 1 year and 10 
months, and if you are 36 or under, it is 
2 years. 

Those are the facts regarding the 
changes that are going to cause the in
surmountable damage that has been al
luded to here on the floor. 

Let me repeat, these are the actu
arial numbers and the numbers in this 
statute. They are not dreamed up; they 
are written. Essentially, it says what I 
have just said. Now, let me ask- some
body 59, there is no change, OK. So 
anybody talking about that, there is 
none. If you are 58, it is changed by 2 
months. And then let us go all the way 
down to 42 years of age; it is changed 
by 1 year. So if you are 42 today, plan
ning on getting Medicare when you 
come of age, instead of 65, it will be 66 
for that person; is that right, Senator 
GRAMM? 

Mr. GRAMM. That 's right. 
Mr. DOMENIC!. A person 42, a 1-year 

change. If you are all the way down to 
36 years of age, in order to have a Medi
care that is solvent, it will be changed 
2 years for you. 

I ask unanimous consent that this 
chart be printed in the RECORD. 

There being no objection, the chart 
was ordered to be printed in the 
RECORD, as follows: 

Proposed Change 

Over 65 .. ...... .. .. .. .. .. .... ............ .. .................. . Before 1931 ... .. .. .. ......... . 65 65 y ......... .. None. 
None. 
None. 
None. 
None. 
None. 
None. 
None. 

Over 65 ............................ .. .... ...... .... .. 
Over 64 .............. ...... .. ........ . 
Over 63 ................................... .... ...... .. ................................. .. 
Over 62 .... ................ ........................ .. .... .. ................ ...... . 
Over 61 ................. ................................ .. .............. .. ......................... . 
Over 60 .. .................................................... ..... ...... .. ........................ .. 
Over 59 .. .. .. ........ .. .. .. .. ... .. ..................... .. 
Over 58 ................. .................................................... ......................... . 
Over 57 ....... .. ................................................................ ..................... . 
Over 56 .......... .. .... .. ........ .. ........ .......... .......................... .. 
Over 55 ......................... .. ................................................ . .. 
Over 54 ...................................... .................... .... .. .... ........ .. ........... .. 
Over 53 ...... ................. ................... .. 
Over 52 ...... .. .... .. ........ .. .... ...... .. 
Over 51 .. ... .................... .. .. ........ .. ... .. . .... ..... ........ .. ............................ . 
Over 50 .. ........ .. .. ................ ... .... .. ......... ...... ........ ... ........................... . 
Over 49 ...... ... ..................................... .............................. . 
Over 48 .. .... .. 
Over 47 ..................... .. ........ .. . 
Over 46 .. ......... .. .. ......... .. ................. .. .. .. 

Before 1932 ....... ............ .. ...... .................... .. 
Before 1933 .......................... . 
Before 1934 ...... .. .. ....... . .... ...... .. .. ........................ .. 
Before 1935 .......................... . 
Before 1936 ......................... .................... .. ................. . 
Before 1937 .. ..... .... .. ................................................................. . 
Before 1938 .. ..... .. .......... .. ................................................ ... . 
Before 1939 .......... ................ ....... ............................... ....... ....... .. ... .. 
Before 1940 .............................................. ... ........................ .. 
Before 1941 .............. .. .. .............................. ............... .. ...... ..... .. .... . 
Before 1942 .............. ... .................... ..... .. ... .. .................... . 
Before 1943 
Before 1944 
Before 1945 
Before 1946 
Before 1947 ......... .. ........... .. . .. .. .. ........................... .. 
Before 1948 ................................. ................................................... . 
Before 1949 
Before 1950 
Before 1951 

65 65 y ........ ............... ... . 
65 65 y ....... .. .. ... .......... .... .. . 
65 65 y ...... . ................ .. .... .. .............. .. 
65 65 y .......... ... .. ....... ... .......... .. 
65 65 y .............. .. .... .. ........ ........... .. ..... .. 
65 65 y .................. .... .. ........................ .............. .. 
65 65 y ............................. ... .. ... .. .. ............... ..... .. ......... .. .. 
65 65 y 2 m ..... ... ... .... ......... .. .......... .. ...... .......... .. ...... .. .... .. 
65 65 y 4 m ........ .. .................................... ............... . 
65 65 y 6 m ..... .. ........................... .. 
65 65 y 8 m .................... ..... .. ... .. .......... .. .......... . 
65 65 y 10 m ...... .. .......... .. .. .... .. .............. ............ .. 
65 66 y O m ............ .. 
65 66 y 0 m ............ ........ .. ...... .. ................. .. 
65 66y0m ..................................................... . 
65 66 y 0 m .... .. .. .... ................. .. . 
65 66 y 0 m ............ .. ................ .... .... .. 
65 66 y 0 m ............................... . 
65 66 y 0 m 
65 66y0m 

+2 months. 
+4 months. 
+6 months. 
+8 months. 
+10 months. 
+l year. 
+l year. 
+l year. 
+l year. 
+l year. 
+I year. 
+l year. 
+l year. 
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Age today- Born in- Current 
law (years) Proposed Change 

Over 45 .................................. .. ............ . ...................... .......... . Before 1952 . 
Before 1953 
Before 1954 
Before 1955 . 
Before 1956 
Before 1957 
Before 1958 
Before 1959 
Before 1960 
Before 1977 

65 66 y 0 m .............. . +l year. 
+l year. 
+l year. 
+l year. 

Over 44 .... . .................................... ... . 
Over 43 ......... ... .. ................ ......... .. ............ . . . .... ............. . 
Over 42 ......... .. .... .. ..... ............ . ..................... . 
Over 41 ....... ......... .... .......................................... ........ .. ........... . 
Over 40 ........ ........................................................................... .. .... .. ... . 
Over 39 ........................................... . .... .. ....................... . 
Over 38 ........................ ...... ............... .... . 
Over 37 .. .. . ........ . ..................... ... .. 
36 and under ............................ . ........................ . 

Mr. DURBIN. Will the Senator yield? 
Mr. DOMENIC!. Yes . 
Mr. DURBIN. I would like to ask the 

Senator a question. At age 65, how long 
would you be willing to go without in
surance if you had a medical pro bl em 
and you realize that your medical bills 
could bankrupt your family and squan
der your f~mily savings? 

Mr. DOMENIC!. I will answer that for 
the Senator. If you are 36 years of age 
and you start planning for this and 
then you are 65 years of age and you 
still don't have coverage between 65 
and 67, then something is wrong with 
you. You have 31 years to get ready for 
it. If you are 65 today, you don't even 
get any impact. 

Mr. DURBIN. Will the Senator yield 
further? 

Mr. DOMENIC!. Yes. 
Mr. DURBIN. Is the Senator sug

gesting that we pass a law to guarantee 
that insurance be available to every 
one at age 65? 

Mr. DOMENIC!. I might say we didn' t 
pass any that required 65; it just hap
pened because it is reasonable. People 
are working longer. They are going to 
be working longer than 65. They are 
going to have coverage everyplace. You 
are suggesting they are going to be de
nied coverage because we say you have 
to wait a year 25 years from now? 

Mr. DURBIN. If the Senator will 
yield further, 70 percent of the people 
of age 65 today have no health insur
ance. The Senator suggests it is just 
going to vanish. This is reality, what 
families face. 

Mr. DOMENIC!. If there are people 65 
who don 't have any health coverage, 
then I assume they don 't have Medi
care. If they don 't have Medicare , that 
is going to be the same situation later 
on. There is no difference. 

Mr. DURBIN. Will the Senator yield? 
Mr. DOMENIC!. Of course. 
Mr. DURBIN. The point I am trying 

to make is that of the people between 
ages 60 and 65, 30 percent of them have 
health insurance through employment 
and 70 percent do not. These are people 
who are retiring without health insur
ance . The Senator is suggesting this is 
going to get better automatically. I 
don 't think so. 

Mr. DOMENIC!. Well , Mr. President, 
I am suggesting that for those people 
who are covered by Medicare today and 
those who are going to be covered by it 
in the future , it has been discussed on 
the floor of the Senate today that peo-

65 66 y 0 m ................... . 
65 66 y 0 m ................ . 
65 66 y 0 m .................. . ........................... .. . 
65 66 y 2 m .................. .. ..... . +I yr 2 months. 

+ 1 yr 4 months. 
+I yr 6 months. 
+I yr 8 months. 
+ 1 yr 10 months. 
+2 years. 

65 66y4m ............. . ... ....... .. ...................... . 
65 66 y 6 m ..... . .................. ..... ... ... . 
65 66 y 8 m ....... .. .............. . 
65 66 y 10 m ....... .. ...... .. 
65 67 y 0 m .............. ..... . 

ple are going to be shocked and they 
are going to have no insurance. I sub
mit, if you are 36 years of age now, 
when you get to be 65, you will have 2 
years added. So for people 36 years of 
age, it will be 67. How do any of the ar
guments made about not having cov
erage apply to that? Are they not going 
to have coverage? Of course, they are. 
If they have Medicare today, they are 
going· to be working 16, 18 years from 
now, too- unless we assume everybody 
is no longer going to work, so you 
won' t even qualify. Frankly, maybe we 
will not do this before the time this 
finishes conference. I don 't know. The 
House didn 't do it. 

But all I am trying to say is , if this 
is a major issue between the two par
ties- and luckily it isn ' t because some 
Democrats have the courage to face up 
to the truth- so no matter how much 
the leader on that side says this is dis
tinguishing between the parties, there 
are some Democrats who agree with us. 
If it is being said that this is going to 
just annihilate senior citizens, I 
thought we ought to put a chart in and 
let Americans look at it. Let 's ask a 36-
year-old, would you rather have a 
chance of having Medicare solvent so it 
will be there for you? Or would you 
rather insist that when you get to be 
65, you get it, even if we were to tell 
you we greatly enhanced the chance of 
it being there if you wait until 67? If it 
is a chasm between our parties, let me 
sug·gest that it is a little, tiny chasm. 
It has nothing to do with great philo
sophical differences about who is for 
seniors and who is against them. That 
is just rubbish. 

I yield the floor. 
Mr. KERRY. Will the Senator yield 

for a minute? 
Mr. LAUTENBERG. I yield time to 

the Senator from Massachusetts for 1 
minute because this debate is just 
about over. 

The PRESIDING OFFICER. The Sen
ator from Massachusetts is recognized 
for 1 minute. 

Mr. KERRY. I wanted to ask the Sen
ator a question. I think there are two 
truths here. I don 't think the gap is 
that great. All of us accept the fact 
that the demographics are changing. 
We accept the fact that we are going to 
have to do something. We accept the 
fact that people are living longer. You 
are going to have an increasing number 
retiring that we don 't have a sufficient 
capacity to cover. We understand that. 

But the other truth is the truth that 
the Senator from Illinois spoke of-the 
fact that you have this very large pro
portion of people today who aren't cov
ered and who haven 't reached the age 
of eligibility. The question that is 
avoided by the Senator from New Mex
ico, which would bridge the gap, is: 
How do you guarantee , as you raise the 
age, that you are not going to lose 
more people in that gap? That is the 
only issue that separates us. As I have 
talked to colleagues on the other side 
of the aisle , they have agreed that the 
commission will probably recommend 
that solution. We could have provided 
some kind of capacity for a stopgap 
and we would all walk out of here hav
ing done the right thing, but also hav
ing guaranteed that we are not going 
to lose more people without coverage. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

All time having expired, the question 
now occurs on the Roth motion to 
waive the Budget Act in response to 
the point of order of the Senator from 
Illinois. The yeas and nays have been 
ordered. 

The clerk will call the roll. 
The assistant legislative clerk called 

the roll. 
The PRESIDING OFFICER. Are there 

any other Senators in the Chamber de
siring to vote? 

The yeas and nays resulted-yeas 62, 
nays 38, as follows: 

Abraham 
Allard 
Ashcroft 
Baucus 
Bennett 
Bond 
Breaux 
Brown back 
Bryan 
Burns 
Campbell 
Chafee 
Coats 
Cochran 
Conrad 
Craig 
De Wine 
Domenici 
Enzi 
Faircloth 
Feinstein 

Akaka 
Biden 
Bingaman 
Boxer 
Bumpers 
Byrd 

[Rollcall Vote No. 112 Leg. ) 
YEAS-62 

Frist Lugar 
Glenn Mack 
Gor ton McCain 
Graham McConnell 
Gramm Moynihan 
Grams Murkowski 
Grassley Nickles 
Gregg Robb 
Hagel Roberts 
Ha tch Roth Helms 

Santorum Hutchinson 
Sessions Hutchison 

Inhofe Shelby 
J effords Smith (NH) 
Kempthorne Smith (OR) 
Kerrey Stevens 
Kohl Thomas 
Kyl Thompson 
Lieberman Thurmond 
Lott Warner 

NAYS- 38 

Cleland Dorgan 
Colltns Durbin 
Coverdell Feingold 
D'Ama to Ford 
Daschle Harkin 
Dodd Hollings 
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Inouye Levin 
Johnson Mikulski 
Kennedy Moseley-Braun 
Kerry Murray 
Landrieu Reed 
Lautenberg Reid 
Leahy Rockefeller 

Sar banes 
Sn owe 
Specter 
Torricelli 
Wellstone 
Wyden 

The PRESIDING OFFICER. On this 
vote the yeas are 62, the nays are 38. 
Three-fifths of the Senators duly cho
sen and sworn having voted in the af
firmative, the motion is agreed to. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote. 

Mr. GRAMM. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The 
question occurs on the Harkin amend
ment, amendment No. 428. The Senator 
from New Mexico is recognized. May we 
have order, please? 

Mr. DOMENIC!. Mr. President, I ask 
unanimous consent that the pending 
amendment be set aside so that we 
may proceed with a committee amend
ment with reference to means testing. 
I believe this process has been cleared 
with the manager on the Democratic 
side. 

The PRESIDING OFFICER. Is there 
objection? Hearing none, it is so or
dered. 

Mr. DOMENIC!. I yield time on the 
amendment which will be sent to the 
floor by Chairman ROTH, I yield time 
to manage it under the Budget Act to 
the chairman. 

The PRESIDING OFFICER. The Sen-
ator from Delaware. 

AMENDMENT NO. 434 

(Purpose: To provide for an income-related 
reduction in the subsidy provided to indi
viduals under part B of title XVIII of the 
Social Security Act, and to provide for a 
demonstration project on an income-re
lated part B deductible) 
Mr. ROTH. Mr. President, I send an 

amendment to the desk on behalf of 
Senator MOYNIHAN and myself. 

The PRESIDING OFFICER. The 
clerk will report. 

The bill clerk read as follows: 
The Senator from Delaware [Mr. ROTH], for 

himself and Mr. MOYNIHAN, proposes an 
amendment numbered 434. 

Mr. ROTH. Mr. President, I ask unan
imous consent that reading ·of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print
ed in today's RECORD under ''Amend
ments Submitted.") 

Mr. ROTH. Mr. President, this 
amendment does two important things. 
First, it would raise part B premiums 
for seniors who could afford to pay 
more. Second, the amendment would 
provide new part B pre mi um assistance 
for low-income beneficiaries. Regard
ing the income-related premium, the 
amendment would reduce the Federal 
subsidy of part B premiums-

The PRESIDING OFFICER. Will the 
Senator withhold for a moment, 

please? The Senate will please come to 
order so we can hear the substance of 
the amendment. 

The Senator may proceed. 
Mr. ROTH. Mr. President, as I was 

saying, regarding the income-related 
premium, the amendment would reduce 
the Federal subsidy of part B premiums 
for some seniors. Today, the Federal 
Government pays 75 percent of the cost 
of the part B program and Medicare 
beneficiaries pay just 25 percent. The 
Federal Government funds part B, 
which is a voluntary program, and pays 
for such things as doctors' bills out of 
general tax revenues which are raised 
from all taxpayers, rich, poor, and mid
dle income. This amendment would re
quire those single seniors with incomes 
of $50,000, to pay a bit more for part B; 
single seniors with incomes over 
$100,000 paying all of their share of part 
B costs. 

The corresponding income range for 
couples would be $75,000 to $125,000. 
But, even under this proposed increase, 
the cost of participation in part B will 
remain relatively modest. Next year, it 
would cost a senior with an income of 
$100,000, paying his or her entire share 
of part B costs, an additional $1,620. 
The savings from this amendment 
would go into part A trust fund, help
ing to ensure its continuing solvency. 
In addition, the amendment would pro
vide premium assistance for more low
income seniors. Today, for poorest sen
iors, those individuals with incomes 
below 120 percent of poverty, part B 
premiums are paid by Medicaid. The 
amendment would give States addi
tional funds to help seniors with in
comes between 120 and 150 percent of 
poverty. This amendment meets the 
terms of the budget agreement which 
provided for $1.5 billion in additional 
premium assistance for low-income 
beneficiaries over the next 5 years. In 
short, this amendment helps protect 
the most vulnerable seniors and keeps 
our word with the President. 

Mr. President, I ask this amendment 
be adopted and considered original text 
for purposes of amendments. 

The PRESIDING OFFICER. Could we 
have a little more order around the 
outside periphery here, please, so we 
can hear the proceedings? Will staff 
please take their conversations in the 
cloakroom. 

The Senator from New Jersey. 
Mr. LAUTENBERG. Mr. President, 

the Senator from Delaware, the chair
man of the Finance Committee, just 
gave us an assurance that the text here 
will be considered original text for the 
purpose of further amendment. It is ac
ceptable on our side. This amendment, 
as we have heard, just to repeat for a 
moment, has three major elements. It 
includes $1.5 billion to protect low-in
come individuals with incomes that are 
up to 120 percent of poverty from hav
ing to pay additional premiums in the 
future. This provision is designed to 

bring the bill in to compliance with the 
bipartisan budget agreement. The 
amendment also would change the 
means-tested deductible into a means
tested premium. This is in response to 
the broad criticism of the Finance 
Committee's original bill as unwork
able and inequitable. However, I want 
to make it clear that I intend to sup
port a motion that we are going to 
hear about shortly to strike the means
tested premium. 

Finally, the amendment includes a 
modest initiative to explore the con
cept of a means-tested deductible. This 
is a very limited test that would not 
force any seniors to pay a means-tested 
deductible but would allow a very 
small number of them to do so, rather 
than paying a higher premium. 

So we are again willing to accept this 
amendment. 

Mr. ROTH. Mr. President, I urge its 
adoption. 

The PRESIDING OFFICER. If there 
be no further debate, the question is on 
agreeing to the amendment. 

The amendment (No. 434) was agreed 
to. 

Mr. LAUTENBERG. Mr. President, I 
move we reconsider and then lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. The Sen
ator from Massachusetts. 

AMENDMENT NO . 440 

(Purpose: (1) To strike income-relating of 
the Medicare part B premiums and 
deductibles; (2) to delay the effective date 
of income-relating of the Medicare part B 
premiums and deductibles; and (3) to 
means-test Senatorial health benefits in 
the same way as the bill means-tests Medi
care part B premiums and deductibles) 

Mr. KENNEDY. Mr. President, I send 
an amendment to the desk on behalf of 
myself and the Senator from Maryland, 
Senator MIKULSKI--

The PRESIDING OFFICER. The Har
kin amendment is pending. 

Mr. KENNEDY. I ask that be laid 
aside. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will report. 
The bill clerk read as follows: 
The Senator from Massachusetts [Mr. KEN

NEDY], for himself and Ms. MIKULSKI, pro
poses an amendment numbered 440. 

Mr. KENNEDY. Mr. President, I ask 
unanimous consent that further read
ing of the amendment be dispensed 
with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Strike section 5542. 
In section 5542(d)(l), strike " 1998" and in

sert " 2000" . 
On page 1047, between lines 5 and 6, insert 

the following: 
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SEC. 6004. MEDICARE MEANS TESTING STAND· 

ARD APPLICABLE TO SENATORS' 
HEALTH COVERAGE UNDER THE 
FEHBP. 

(a) PURPOSE.-The purpose of this section 
is to apply the Medicare means testing re
quirements for part B premiums to individ
uals with adjusted gross incomes in excess of 
$100,000 as enacted under section 5542 of this 
Act, to United States Senators with respect 
to their employee contributions and Govern
ment contributions under the Federal Em
ployees Health Benefits Program. 

(b) IN GENERAL.-Section 8906 of title 5, 
United States Code, is amended by adding at 
the end the following: 

"(j) Notwithstanding any other provision 
of this section, each employee who is a Sen
ator and ls paid at an annual rate of pay ex
ceeding $100,000 shall pay the employee con
tribution and the full amount of the Govern
ment contribution which applies under this 
section. The Secretary of the Senate shall 
deduct and withhold the contributions re
quired under this section and deposit such 
contributions in the Employees Health Bene
fits Fund." . 

(c) EFFECTIVE DATE.-This section shall 
take effect on the first day of the first pay 
period beginning on or after the date of en
actment of this Act. 

Mr. KENNEDY. Mr. President, I de
mand a division of the amendment as 
follows: Division I being line 1, division 
II being line 2, and division III being 
the balance of the amendment. 

Mr. President, I will be glad to with
hold that request as long as I do not 
lose the right to do so. 

The PRESIDING OFFICER. The Sen
ator has a right to divide his amend
ment. 

Mr. KENNEDY. I thank the Chair. 
Let me just explain. 

Mr. ROTH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware. 
Mr. ROTH. Mr. President, I make a 

point of order a quorum is not present. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The assistant legislative clerk pro

ceeded to call the roll. 
Mr. DOMENIC!. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DOMENIC!. Now, Mr. President, 
might I ask a parliamentary inquiry. I 
understand-and is my understanding 
correct-that the second amendment is 
subject to a point of order? 

The PRESIDING OFFICER. Yes, it is. 
Mr. DOMENIC!. Then I propose that 

we do the following, and I think it is 
going to be acceptable, that we not 
have a vote on the third amendment 
but, rather, accept it, and then that we 
proceed thereafter with debate on the 
first amendment. And I would ask on 
the first amendment could we have a 
half-hour on each side? 

Mr. KENNEDY. A half-hour on each 
side. 

Mr. DOMENIC!. On the first one. And 
on the second one, when the point of 
order is made on the motion, you 
would move to waive it, I assume? 

Mr. KENNEDY. Yes. 
Mr. DOMENIC!. How much time does 

the Senator want on that? 
Mr .. KENNEDY. Half an hour on a 

side. 
Mr. DOMENIC!. Could we do 15 min

utes on a side? 
Mr. KENNEDY. Half an hour on that. 
Mr. DOMENIC!. Let us say not more 

than. And you could maybe do it in 
less. 

Mr. KENNEDY. That is fine. 
Mr. DOMENIC!. I put that unani

mous-consent request to the Chair. 
The PRESIDING OFFICER. Is there 

objection? The Chair hears none, and it 
is so ordered. , 

Mr. DOMENIC!. I reinstate my pre
vious allocation on the time and man
agement to the chairman of the Fi
nance Committee. 

VOTE ON AMENDMENT NO. 440-DIVISION III 
The PRESIDING OFFICER. The 

question then is on agreeing to division 
III of amendment No. 440. 

The amendment (No. 440), Division 
III was agreed to. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote. 

Mr. GRAMM. I move to lay that mo
tion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 440-DIVISION I 

The PRESIDING OFFICER. The 
question now is on agreeing to division 
I. 

Mr. KENNEDY addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Massachusetts. 
Mr. KENNEDY. As I understand now 

there is a half-hour on each side? 
The PRESIDING OFFICER. That is 

correct. 
Mr. KENNEDY. I yield myself 6 min

utes, Mr. President. 
This is what I consider another real 

assault on the Medicare-health care 
concept that has served the American 
people so well. I think the two great 
experiments we have seen that have 
taken place since the 1930's have been 
Social Security and also Medicare. We 
understand now that the Medicare 
trust fund needs attentio.n. The Presi
dent has made the recommendation 
that we have a period where we would 
have the opportunity to have a thor
ough discussion and debate about what 
steps must be taken in order to remedy 
the long-term financial needs of Medi
care. 

That was what was recommended to 
go to conference and come back with 
recommendations to work that process 
through. What we have here in this 
particular Medicare proposal is not 
really dissimilar in many respects to 
some of the other proposals, and that is 
it has a very fundamental change in 
the whole Medicare system. It has this 
important change. 

For years, under the Medicare sys
tem, it was a universal system in the 
sense that people would pay in all 

across this Nation, needy people, poor 
people paid in and wealthy people paid 
in and people received the benefits 
under the Medicare system. Now that 
concept is being challenged and I be
lieve undermined in a very important 
way for this reason. We are using under 
the recommendation of the Finance 
Committee effectively a means test for 
those of certain incomes-above the 
$50,000 as individuals or $75,000 up to 
$100,000 and up to $125,000. That means 
that there will be an increase in the 
various premiums and the ability to 
pay. 

Now, that will go into effect in an
other year. First of all, what is the 
message that this sends to hundreds 
and thousands, millions of Americans 
who are earning $50,000 a year and just 
about to go on Medicare? We are saying 
to them that their premiums are going 
to rise from $64 a month-it will rise in 
the current proposal by $2,000. It can 
rise under this proposal from $259.60 a 
month up to $3,100 a year for those at 
$100,000. We are saying to senior citi
zens this is going to be put upon you. 
They had little time to prepare for it, 
little time to plan for it. 

Mr. President, $50,000 is a lot of 
money but for many Americans it is 
right· there in the heart of working 
families with two members of the fam
ily working. So we are saying- and this 
is the fundamental point-the first 
means test that we are going to pro
vide on health care is going to be Medi
care. We are not providing means tests 
for the deductibility of health insur
ance for the self-employed, the doctors 
and professional personnel, as well as 
some others in our s·ociety. We are not 
saying we are going to means test your 
particular heal th benefits. We are not 
saying to the wealthiest individuals 
who are going to be able to use the tax 
system to provide a deduction for their 
health benefits, we are not saying we 
are going to means test you. No. The 
only people we are going to means test 
are those under Medicare. That is the 
only group. We do not do it to those in
dividuals who are self-employed. We do 
not do it to individuals who are deduct
ing under much more costly heal th 
care programs. We are saying it's all 
right for you to go ahead and deduct 
and let the taxpayers pick up your de
duction. We are saying, with regard to 
the self-insured, the same thing, but 
not with regard to Medicare-not with 
regard to Medicare. 

Now, what is going to be the result of 
this? Mr. President, what you are going 
to find out is that the wealthy individ
uals who participate in the Medicare 
system- listen to this. Those with the 
highest incomes, the top 25 percent 
under Medicare will pay about $159,000 
more than they will collect in benefits. 
Do we understand that? The top 25 per
cent-that is what you are looking at 
in this particular amendment-they 
pay in $159,000 more than they collect 
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in benefits. In contrast, those in the 
lowest income category, the bottom 25 
percent collect $72,000 more in benefits 
than they will pay in taxes. 

That is the current system. So it 
would seem to me that we ought to 
give some consideration to those indi
viduals from $50,000 to $100,000 who 
have been paying into Medicare, be
cause they have been paying in more 
than they are paying out. 

What are the financial implications 
of that loss? What we are going to see, 
when any individual is going to be pay
ing $3,100 a year in terms of premiums, 
they are going to leave the system. 
They are going to leave the system. We 
don't have any studies on that. We 
have no guidance, no professional ad
vice as to the extent they are going to 
leave the system, how fast they are 
going to leave the system, but they are 
going to leave the system. 

The PRESIDING OFFICER. The Sen
ator's 6 minutes have expired. 

Mr. KENNEDY. I yield myself 2 more 
minutes. 

So we are taking a high-risk kind of 
approach on something which is very 
basic and fundamental, and that is the 
integrity of the Medicare system. 

By means testing this premium, we 
are endangering the total Medicare 
system, because those who are contrib
uting the most and adding to the Medi
care system which needs those funds 
are going to leave the health care sys
tem. We have not had 5 minutes of 
hearings on the implication of this pro
gram to the Medicare trust fund. 

Beyond that, what we are saying is, 
of all the people in this country who 
are going to be means tested, it is 
going to be those individuals, working 
families, men and women who played 
by the rules, contributed to Medicare 
over the course of their lives, depend
ing on the Medicare system, they are 
going to find that they are the first 
beneficiaries to whom the means test is 
applied. 

It is wrong in terms of the Medicare 
system. It is wrong in terms of a health 
care policy. I don't know what it is 
about the Senate Finance Committee. 
They are trying to drive more and 
more people out of Medicare health 
care coverage. They are doing it by 
raising the age of eligibility, and they 
are doing it with regard to this par
ticular program. I can understand why 
some would want to do it, because they 
want to ship people out of Medicare 
and into the private insurance market 
so they can make profits in Medicare. 
We are endangering Medicare and tak
ing a high risk. It is the wrong eco
nomic policy. It is the wrong heal th 
policy. I hope the amendment will be 
accepted. 

I yield 8 minutes to the Senator from 
Maryland. 

The PRESIDING OFFICER. The Sen
ator from Maryland. 

Ms. MIKULSKI. Mr. President, I 
thank the Senator from Massachusetts. 

I rise to support the Kennedy-Mikulski 
amendment, and I am proud to be an 
original cosponsor of this amendment. 
This amendment strikes the Medicare 
means-testing provision in this bill. I 
am adamantly opposed to Medicare 
means testing. I have two very grave 
concerns about the legislation pending. 
First, it breaks the bonds of faith be
tween the people and their Govern
ment. Second, it overturns 30 years of 
Medicare in 3 days, without any hear
ings and no real debate. 

This bill breaks faith with seniors. It 
breaks faith with workers currently 
paying into Medicare. This bill says if 
you paid into Medicare under one set of 
rules, you are going to receive your 
benefits under a completely different 
set of rules. The bill penalizes those 
who work hard, save and try to play by 
the rules. 

This bill puts a previous condition on 
getting Medicare benefits: the money 
you saved. It tells the American people 
that their savings account counts 
against them when they are ready for 
Medicare. 

I believe that promises made must be 
promises kept. This bill breaks that 
promise. 

If I were a financial planner, I would 
advise the senior citizens in Maryland, 
"Go to Ocean City for a vacation, buy 
a big car, live it up. Don't save your 
money for retirement, because the 
Government will take it away from 
you and increase Medicare deductibles, 
increase Medicare premi urns and place 
a penalty on you for your savings. If 
you don't have any money, at least 
then you might qualify for Medicare." 

But I am not a financial planner. I 
am a U.S. Senator, and it is my job to 
stand sentry to protect Medicare. 

Medicare was meant to be portable, 
affordable and undeniable. The purpose 
of Medicare was to provide health in
surance to senior citizens because the 
private sector wouldn't do it in a way 
that was affordable, portable and uni
versal for people over the age of 65. 

Medicare pre mi urns will now go be
yond what some private insurance poli
cies now cost. This provision ends 
Medicare, as we know it, and turns it 
into a welfare program. This is unac
ceptable. 

We must ask ourselves, who are we 
making Medicare affordable for? Is 
Medicare meant to be affordable for 
senior citizens, or was it meant to be 
affordable for Government? I want to 
make sure that Medicare is affordable 
to the senior citizens who need it. 

Let's be realistic, we do have a prob
lem with Medicare. Yes, the clock is 
ticking on solvency. Yes, we do need to 
address this pro bl em with a sense of ur
gency. 

As we are concerned about the future 
solvency of Medicare, we need to be 
concerned about the solvency of senior 
citizens. They need Medicare now. This 
bill attacks them when they are sick, 

when they are most vulnerable, and it 
does nothing or little to make Medi
care solvent. 

For those young people working who 
are now in their twenties, thirties, for
ties and fifties-the baby boomers
they should be concerned. We have 78 
million baby boomers in this country. 
They are going to be doubly squeezed. 
They will be taking care of their aging 
parents and paying the high cost of 
educating their children, and now we 
would have them pay Medicare taxes 
for 47 years and then pay again when 
they are elderly. 

If we want to talk about Medicare 
costs, we can begin cracking down on 
the $23 billion of fraud in Medicare. We 
don't do anything by sticking it to the 
middle class in the middle of the night, 
and that is what this bill does. 

This legislation is a direct attack on 
the middle class and the beginning of a 
slippery slope for more attacks on 
work and savings. This is not the time, 
this is not the place or the way to 
change Medicare. It should be the 
starting point for a national debate on 
how we protect Medicare and reward 
work and saving. 

It is too important not to have a de
bate, but there has been little or no de
bate. We should not have spent the 
time this year debating contentious 
issues that are going nowhere. We 
should have spent the time debating 
Medicare, its solvency and a variety of 
alternatives to be able to educate the 
American people. 

Instead, we are changing the rules in 
the middle of the game and the middle 
of the night. We need Presidential lead
ership. We need bipartisan cooperation. 
We don't need a middle-of-the-night at
tack on the middle class that raises 
costs, does nothing to improve health 
care for our citizens and threatens the 
very health care for the middle class. 

I will stand sentry to protect Medi
care. I will stand sentry to make sure 
the promises made are promises kept. 
And I will stand sentry for America's 
senior citizens. The means testing in 
this legislation before us breaks faith 
with those seniors. 

Retired seniors, as well as those 
nearing retirement age, have planned 
for that retirement with the under
standing that they would have to pay 
about $100 in deductibles. Now they 
will be advised that they will have to 
contribute anywhere from $550 to $2,000 
a year for a premium on a Government 
insurance program and at the same 
time have to pay Medigap insurance. 

When you are retired, every dollar 
counts, and even those with average in
comes need to be able to count on 
every dollar. We must preserve the cov
enant that we established with our sen
iors to provide affordable accessible 
health insurance at old age. Out-of
sight additional fees and new income 
reporting requirements break those 
promises. What we are telling people is, 
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if they play by the rules, they are now 
going to lose. 

Those who planned and saved the 
most are penalized for their efforts. 
The provision tells seniors that after a 
lifetime of hard work and savings, the 
Government is going to add to your 
burden when you are sick. 

So these provisions send a horrible 
message to seniors with higher in
comes, but they also send a frightening 
message to every senior who depends 
on Medicare. If we make this change 
now, what does it say to seniors who 
fall just below the income threshold of 
the provision in the bill? What assur
ance do they have we won't be asking 
them to pay higher out-of-pocket ex
penses in the years ahead? 

I believe it is wrong to scare seniors 
this way, and it is unconscionable to 
undermine our commitment to people 
who depend on Medicare. 

Honoring your father and your moth
er is a great commandment. I think it 
is a great public policy. The Medicare 
Program must embody the values of 
"honor your mother and your father. " 

Mr. President, that is why I support 
the Kennedy-Mikulski amendment. I 
believe we should strike this means 
testing, wait for another day after we 
have had a national debate, a report of 
a national commission, and then look 
at the variety of tools best able to en
sure the solvency of Medicare, and yet 
at the same time reward hard work and 
savings. 

I yield back such time as I might 
have. 

The PRESIDING OFFICER. Who 
seeks time? 

Mr. ROTH. Mr. President, I yield 5 
minutes to Senator GRAMM. 

The PRESIDING OFFICER. The Sen
ator from Texas is recognized for 5 
minutes. 

Mr. GRAMM. Mr. President, I want 
to begin by reading from the report of 
the trustees of Social Security and 
Medicare programs. In their annual re
port dated April 1997 they state: 

As we reported for the last several years, 
the Medicare trust fund would be exhausted 
in 4 years without legislation that addresses 
its financial imbalance. Further delay in im
plementing changes makes the problem 
harder to solve. We urge the earliest possible 
enactment of legislation extending the life of 
the HI trust fund. 

The HI trust fund is the Medicare 
part A trust fund. That is not me talk
ing. This is the trustees of Medicare, 
three of whom are Cabinet officials of 
the Clinton administration. 

No one disputes the facts. This chart 
represents the cumulative deficit of 
Medicare as we look toward the future, 
and we know with relative certainty 
that over the next 10 years, Medicare is 
going to be a cumulative drain of $1.6 
trillion on the Federal budget. 

We now know about some of the 
things that the Senator from Massa
chusetts is against. We know he 
doesn't want to conform the eligibility 

age for Medicare with the retirement 
age under Social Security. We know 
that he doesn' t want to ask high-in
come retirees to pay more of their 
share of the cost. 

However, we don 't know what he is 
for. We don't know if he is willing, as 
will be required in the year 2025, to tri
ple the payroll tax? It is very easy to 
say what you are against. It is easy to 
say, let's not do this today, let's not do 
it this year, let's not do it this decade , 
let's never do it. But the problem is, 4 
years from now, Medicare will be in the 
red, and the system is going to be 
bankrupt if we don't act. 

What have we done? First of all, all 
this rhetoric about playing by the rules 
of the game and paying into Medicare 
over our working lives is good rhetoric, 
but it has nothing to do with the bill 
before us. No body pays for any part of 
part B of Medicare, which is basically 
physician services, during their work
ing lives. 

Let me repeat that. During our work
ing lives, we pay 2.9 percent of our 
wages into the part A trust fund which 
funds hospital care, but only after we 
retire do we pay anything for our part 
B benefits. We now pay 25 percent of 
the cost as a premium. 

The bill before us means tests that 
premium. It says that for those indi
viduals who in retirement have in
comes of $50,000 to $100,000, or couples 
$75,000 to $125,000, that we are going to 
phase up the part B premium from 25 
to 100 percent so that individuals who 
have $100,000 of earnings in retirement 
and couples who have $125,000 of in
come in retirement will be asked to 
pay another $1,577 a year in their part 
B premiums. 

Let me remind people that part B of 
Medicare is voluntary; it is not a man
datory program. Nobody makes any
body participate in this program. If 
asking people who have incomes of 
$125,000 a year to pay $1,577 more a year 
for this coverage is too much, they 
don't have to do it. 

Mr. GREGG. Will the Senator yield 
for a question? 

Mr. GRAMM. I will be happy to yield. 
Mr. GREGG. I think you have raised 

a very significant point. It goes to the 
argument of the Senator from Massa
chusetts. What you are saying is today 
a person who participates in the Medi
care system pays 25 percent of the 
costs of the part B premium. 

Mr. GRAMM. That's right, and pays 
none of the cost during their working 
lives. 

Mr. GREGG. That means 75 percent 
of the cost is being paid by the wage 
earner. 

Mr. GRAMM. That's right. 
Mr. GREGG. By John and Mary 

Jones who happen to be working on a 
line in a factory in New Hampshire or 
working in Texas trying to raise a fam
ily, they are paying 75 percent of the 
cost of the premium of the person who 

today is receiving part B Medicare ben
efits, is that not correct? 

Mr. GRAMM. That is correct. 
Mr. GREGG. So if you follow the 

logic of the Senator from Massachu
setts, you are saying John and Mary 
Jones, the wage earner of America, 
should be subsidizing the person who is 
earning $100,000, that would be the 
practical effect of adopting Senator 
KENNEDY'S amendment. 

Mr. GRAMM. Not only would it have 
that effect, if we adopt Senator KEN
NEDY'S amendment, we are going to be 
asking moderate-income-working fami
lies to subsidize people in retirement 
who are making up to $125,000 per year. 
The program is voluntary. If they don 't 
think it is a good deal, they don' t have 
to do it. 

Can I have 1 additional minute, Mr. 
President? 

The PRESIDING OFFICER. Does the 
Senator from Delaware yield addi
tional time? 

Mr. ROTH. I yield 1 additional 
minute. 

Mr. GRAMM. Mr. President, in order 
to keep Medicare solvent, we are going 
to ask very high-income · retirees to 
begin to pay more of the cost of a ben
efit which they receive. It is a vol
untary benefit which no one pays for 
during their working life and for which 
they are currently paying 25 percent of 
the cost. We are going to phase that up 
to 100 percent of the cost for individ
uals with incomes of $100,000 a year and 
couples with incomes of $125,000 a year 
in order to keep the system solvent. 

The alternative is to ask moderate
income-working families to pay the 
cost. We don't believe that is fair. This 
is a voluntary program. Nobody is re
quired to participate in part B of Medi
care. It is a voluntary program. So if 
very high-income people do not want to 
pay the $1,577 they do not have to pay 
it. They can drop out of the program. 
They are not going to drop out because 
it is still a good deal. 

The PRESIDING OFFICER (Mr. 
GREGG). Who yields time? 

Mr. KENNEDY. Mr. President, I yield 
myself 3 minutes. 

The material that the Senator from 
Texas was quoting was not focused on 
this particular amendment. It was 
talking generally about the problems 
of the Medicare. 

The Senator has not responded to one 
of the principal criticisms of this 
amendment and that is that the top 25 
percent of the Medicare recipients are 
paying into the Medicare system some 
$132,000 more than they are taking out 
over a lifetime. You are raising their 
part B premiums to $3,100 and you are 
talking about it being voluntary. 

How many of those individuals in the 
top 25 percent will leave Medicare? And 
what will the economic implications on 
the trust fund be then? You have not 
had any hearings or any testimony. 
The answer that I hear is , " Well , the 
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very wealthy get 75 percent of their 
part B paid by general revenues." Yes, 
they do, and I can give you the studies 
that show that the top 25 percent pay 
more into part B than they get back in 
terms of whatever services or assist
ance they get under part B. 

So you are going to take steps here 
on means testing premiums for the 
first time, on a program that is work
ing, and has no financial problems 
under the proposal of President Clinton 
-$115 billion of savings. We will make 
sure· we have 10 years to set up that 
commission and to consider a variety 
of different alternatives in terms of the 
Medicare trust fund. But no, no, we 
have the answers to these pro bl ems 
today in the Finance Cammi ttee. They 
were marking up these measures with 
5-minute time limitations on discus
sion for each of the various amend
ments. 

Mr. President, this is not the way to 
treat senior citizens. I know the Sen
ator is against the Medicare system. I 
have listened to him oppose it. I know 
he was part of a program in the last 
Congress to cut it by $256 million and 
use the money to pay for biUions of 
dollars in tax breaks for weal thy indi
viduals. 

The Senator asked me what I am for. 
I am for preserving the Medicare sys
tem and not destroying it. And I am for 
giving careful consideration and study 
to the different alternatives, in the 
light of day. I am not for having a seat
of-the-pants recommendation which 
can threaten the Medicare· system. We 
are fast-tracking these proposals. We 
are debating these issues on Medicare 
with a time limit of 1 hour. 

I was here when the Senate debated 
Medicare for days and weeks, and now 
it reverses itself over a period of 3 
years. We are now asked here to make 
judgments and decisions in just a few 
moments. It is a disservice to senior 
citizens. It is a disservice to all the 
men and women in this country who 
believe in a retirement that they can 
plan, knowing what they could expect 
in terms of the Medicare premium. 

Finally, HCFA, which is the principle 
organization that is going to be work
ing through the process of admin
istering this, keeps no income records. 
What is going to happen to an indi
vidual that makes $49,500 and some
body that makes $50,500? What happens 
when they make a certain amount 1 
year but not the second year? What if 
they make it in the third quarter and 
not the fourth quarter? How do you ad
minister this? Who will make those de
cisions? You are going to set up a mas
sive bureaucracy. The Senator has not 
commented on that. 

We were here debating just the other 
day a children's health bill, talking 
about doing a cigarette tax and we al
ready collect a cigarette tax. We were 
talking about distributing that money 
to the States through the agreement 

that Senator HATCH and I proposed, 
and we heard " Wow, a totally new ad
ministration will have to be set up." 

What the Senators in the Finance 
Committee are proposing will require 
the grandaddy of all bureaucracies to 
be set up. A set up in a way that I 
think will seriously threaten the long
term security of the Medicare system. 

Mr. ROTH. Mr. President, I yield 5 
minutes to the distinguished Senator 
from Louisiana. 

Mr. BREAUX. I thank the chairman 
for yielding. 

These arguments on the floor some
times become very confusing. Every
body wants to fix Medicare. But what I 
hear from so many of our colleagues 
when we can all agree on fixing it, no 
one can agree how to fix it. 

We ask the question, when are we 
going to fix it? And some say, well, not 
now. And we ask the question, well, 
who is going to fix it? And we say, not 
us. And then they ask the question, 
well, how are we going to fix it? And 
the response is, well, not this way, but 
fix it. 

I think that the politics of the issue 
at hand before the Senate is really very 
confusing to me. I cannot imagine 
going to my State of Louisiana and 
talking· to a truck driver who is mak
ing, say, $25,000 a year, and supporting 
a wife and two children, and explain to 
him how it is correct and good policy 
to say that he and his two children and 
his wife are going to subsidize a retired 
couple that is making over $75,000 a 
year in retirement income. 

As a Democrat, how do I handle that? 
I suggest as a Republican, how do I ex
plain that? It is not explainable. It is 
not good politics. Even more impor
tant, it is not good Government. 

Medicare is going to be insolvent in 
the year 2001. We have an obligation to 
try and fix it. I think it is good policy 
to say to that person who works every 
day and maybe makes $25,000 that we 
no longer are going to ask you to sub
sidize somebody's doctor's insurance 
that may be sitting home, in retire
ment, collecting over $100,000 a year, 
clipping coupons. 

Now, you would think that good pol
icy for both parties would be to say we 
want to help the guy who is struggling 
to raise his two children, support his 
wife, who makes $25,000 a year, by ask
ing someone who is retired that makes 
over $75,000 a year in retirement to pay 
a little bit more of what he is getting 
from the Government. 

We asked the Congressional Research 
Service- and certainly they are bipar
tisan, nonpartisan- how many people 
are affected by this change? They said 
that approximately 1.6 million people 
in the Nation age 65 or older, one-half 
of 1 percent of the noninstitutionalized 
people, not in hospitals or homes, have 
adjusted gross income at or above the 
threshold that this bill provides for
$50,000 for a single person or $75,000 for 
a couple filing· their return. 

Ms. MIKULSKI. Will the Senator 
yield? 

Mr. BREAUX. That means only 1.6 
percent of the people filing returns 
would be affected by this. How many 
millions of people do we have back in 
our States that are making $25,000 and 
continuing to subsidize those who are 
in retirement income? The average in
come in my State for working people is 
about $22,000 or $23,000. We have very 
few people that are retired that make 
over $75,000 a couple- almost none. 

I am happy to yield. 
Ms. MIKULSKI. The Senator just 

stated, according to CRS, it affects 
only 1 million people. If the numbers 
are so modest then could the Senator 
explain in his remarks, and I will be 
glad to ask for additional time, if the 
numbers are so modest in terms of pop
ulation, then how are the financial sav
ings so great? 

Mr. BREAUX. It is not necessarily 
just the financial situation we are 
looking at. We are looking at some
thing that is called fairness. When we, 
as Democrats, look at trying to tax 
people that are making $25,000 and a 
blue-collar job, driving a truck in my 
State of Louisiana, and telling that 
couple that they should be subsidizing 
someone who makes $100,000 a year who 
is retired, that is not good policy. 

So this is a policy change as much as 
it is anything else. It is a question of 
fairness. We have a system that is 
going broke and we are going to make 
changes. The changes should be fair. I 
suggest this is a fair and equitable 
change to ask for those who can most 
afford it to pay a little bit more so 
those who can least afford it will not 
have to continue to subsidize those 
who are very well-off in retirement. 
That is a fair test. It is a good pro
posal. I suggest that we support it. 

Ms. MIKULSKI. I ask 2 minutes addi
tional time for the Senator to answer a 
question. 

Mr. KENNEDY. I yield 4 minutes. 
Ms. MIKULSKI. How much, then, is 

this going to save, or is it, as we be
lieve, just a ruse to create the principle 
of means testing to get what I call the 
slippery slope done- that really will 
not save very much money in Medi
care, and it really does not deal with 
solvency of Medicare, it just lays the 
groundwork for additional means test
ing. 

Mr. BREAUX. I respond to the Sen
ator from Maryland who has been ac
tive in this issue, in addition to the 
overriding fairness, it saves $3.9 billion 
over 5 years. I suggest that when you 
add the fairness test plus $3.9 billion to 
a system that is nearly broke and in
solvent, that is a good deal. 

Mr. KENNEDY. I yield 3 minutes to 
the Senator from West Virginia. 

Mr. ROCKEFELLER. Mr. President, 
one thing that occurs to me listening 
to this debate is that some very, very 
important principles . followed by 



12082 CONGRESSIONAL RECORD-SENATE June 24, 1997 
amendments are being put before the 
Senate in a context that the American 
people do not fully understand nor 
have they any reason to because it has 
not really been discussed with them. 

In speaking quite honestly, this sort 
of grew up within the Finance Com
mittee, of which I am a member, and it 
became a kind of a fluent subject with
in the Finance Committee. It got acre
dence- had people for it, had people 
against it-it got its own momentum, 
and the Finance Committee was acting 
apart from the rest of the Senate, and 
apart from the rest of America. 

I am not by definition innately op
posed to means testing but I am oppose 
to doing things before they receive 
what I call a larger consideration, 
which I think falls into the commission 
on Medicare which is what I introduced 
as a bill 2 years ago. It seems to me 
when you are dealing with something 
in a State, for example, like West Vir
ginia, where the average senior citizen 
income is $10,700 a year, you really do 
not make decisions like this-or like a 
number of other issues that have been 
before us - without a larger discussion 
with the American people, a larger con
text being placed before the American 
people. We have traditionally done that 
with major pieces of legislation. 

This discussion has come out of a 
kind of sanctuary of privileged discus
sion. I am not saying it is not without 
merit at some point, but I do not think 
it is at this point, because of the ab
sence of the larger discussion of the 
American people. When you are dealing 
with people that have $10,700 a year to 
live on, every deductible, every single 
decision about a means test, all of it 
counts, and it really does in human 
terms. I am not being evasive. I am 
simply reflecting what a whole lot of 
people in this country are very afraid 
of. 

So my plea would be that we would 
not let up on this but that we would 
continue this, but in the larger context 
of the commission on the future of 
Medicare, which I think is the only 
place to really do that. That reflects 
not just my feeling about this amend
ment but other amendments that I 
have voted on during the course of the 
day in a way which I might not vote on 
after a commission had discussed it 
and a national discussion had been 
held. That has not taken place to this 
point. It is kind of a privileged con
versation, and it is not one I am en
tirely comfortable with on behalf of 
the people I represent. 

Mr. LAUTENBERG. Mr. President, I 
rise in opposition to the proposal to 
means test Medicare part B premiums. 

Mr. President, I am not opposed in 
principle to asking wealthier Ameri
cans to pay more for certain Govern
ment services. At the same time, I 
think we have to be very, very cautious 
before making fundamental changes in 
a program as important as Medicare. 

And it's not something that should be 
done on a fast-track reconciliation bill, 
with little opportunity for public input 
or debate. 

Mr. President, Medicare is a uni
versal program that can benefit each 
and every citizen. The universal nature 
of Medicare provides a broad base of 
beneficiaries that helps maintain the 
program's economic viability. By cov
ering all eligible individuals, no matter 
their health risks, Medicare spreads 
those risks broadly, as an insurance 
program must do. 

Yet increasing the costs of Medicare 
to better-off individuals threatens to 
drive wealthier and healthier individ
uals away from the voluntary part B 
program. And, at some point, that 
could undermine the broad base of 
beneficiaries that is necessary. I am 
not prepared to say that the particular 
proposal in this bill would do so. I 
don't know. But it's a serious issue 
that deserves careful consideration be
fore we move forward. 

Mr. President, beyond the need to en
sure Medicare's economic viability, 
there's also a need to ensure that the 
program maintains broad support 
among the public and in the Congress. 
That 's why so many Medicare sup
porters are concerned about turning 
the program into anything that resem
bles a welfare program. 

Now, Mr. President, at some point, 
these concerns may have to give way 
to the stark economic realities of up
coming demographic changes. But if we 
are to move toward some type of means 
testing, we need to do it very carefully, 
to ensure that the public understands, 
and supports the chang·e. The stakes 
are too high to rush into this without 
preparing the way, and making sure 
we're doing it right. 

Mr. President, beyond the broad eco
nomic and political concerns involved 
with introducing means testing into 
Medicare, there are practical issues to 
resolve, as well. If premiums are to 
vary based on income, who is to evalu
ate a person's income, and how? Will 
the IRS take on the responsibility? Or 
will we create a whole new bureaucracy 
to do the job-some might call it, Son 
of IRS. 

This proposal seems to adopt the lat
ter approach. But many believe this is 
duplicative and inefficient. It also 
raises questions about whether this 
new bureaucracy will adequately pro
tect the confidentiality of senior citi
zens' private financial information. 

A related question is how we can 
monitor the changing incomes of bene
ficiaries. Take an individual who last 
year received a sizable salary, but who 
was laid off at the end of the year, and 
now has no income. How are we sup
posed to know that this person now 
cannot afford a higher premium? I won
der whether this type of issue has real
ly been thought through. 

Mr. President, all of these issues need 
to be considered carefully before we 

rush into a proposal of this magnitude. 
Yet the proposal to means test pre
miums comes to us now at the last 
minute. It has not been subject to 
hearings. Nor has the public been in
volved in the debate. 

Mr. President, there is a more appro
priate avenue for considering this kind 
of proposal. The bill before us calls for 
a commission that would study long 
term changes needed to sustain the 
Medicare system. So my sugg·estion 
would be to wait, and have the commis
sion study the proposal and options for 
implementation. The commission is re
quired to report back within a year. So 
this issue will not get deferred indefi
nitely. But we need to do this right. 

Mr. President, I would remind my 
colleagues that we do not need to 
means test Medicare premi urns to bal
ance the budget. Nor is it necessary to 
make Medicare solvent for an 10 addi
tional years. We've accomplished those 
goals in the bipartisan budget agree
ment, and without resorting to means 
testing·. 

So , Mr. President, I would suggest to 
my colleagues that we should act with 
caution when it comes to a program as 
important as Medicare. Means testing 
has potentially huge implications for 
the economic and political viability for 
the Medicare Program. And, in my 
view, it's not something we should be 
doing on a fast-track bill with little op
portunity for serious review and public 
input. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. ROTH. I yield 5 minutes to the 
disting·uished Senator from Rhode Is
land. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island. 

Mr. CHAFEE. Mr. President, I would 
like to briefly review the bidding here, 
if I might. Part B is a program that 
provides for payments to physicians; it 
is an insurance program. Nobody who 
is in Medicare has to take out this in
surance program. Those that do pay a 
$45-per-month premium currently, over 
99 percent of all Social Security bene
ficiaries , take the part B insurance. 
That is what it is-insurance. What is 
this premium that they pay the $45? 
That is calculated to cover 25 percent 
of the costs of the program, of the en
tire part B cost. Twenty-five percent is 
what an individual pays. So where is 
the other 75 percent coming from? The 
other 75 percent comes from the Gen
eral Treasury. So you get this anoma
lous situation of a very low-income in
dividual that might be the person that 
cleans the streets, if you will, or cleans 
up our offices early in the morning; 
that individual 's income taxes go into 
the General Treasury, and then part of 
them come out to pay some millionaire 
retiree 's doctor bills-75 percent of 
them. Now, something is wrong here. 
Why should those people be paying 75 
percent of Warren Buffet's doctor bills? 
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So what we have proposed here is 

that there be what we call a means 
test. The wealthier individuals will pay 
more for that premium instead of hav
ing it come out of the General Treas
ury. So did we start with low-income 
people? Hardly. Before anybody has to 
start paying more than the 25 percent 
premium, that individual, if he is an 
individual, as opposed to a married 
couple, that individual has to have an 
income of over $50,000 a year as a re
tiree. And it gradually comes in a 
greater portion, until finally that indi
vidual, if he is making· $100,000 per 
year, is paying 100 percent of the pre
mium. He doesn't have to take it if he 
doesn't want it. If he can go out and 
find a better deal somewhere, so be it. 
But I suspect he will find that this is a 
very, very good insurance program and 
he is delighted to pay the 100 percent, 
and he surely can afford it. It will only 
be $135 a month more, if he is paying 
the total premium, than if he were just 
paying the 25 percent. 

What about the married couple? 
There is talk here about how onerous 
this is. It doesn't even start with a 
married couple to pay more than the 25 
percent until that couple is filing an 
income tax return showing that a 
$75,000 income. They don't pay the en
tire amount of the premium until their 
income is $125,000 a year. Where I come 
from that is a pretty good income. 

So, Mr. President, what we are trying 
to do is overcome this, I think, shock
ing situation where a very wealthy per
son is only paying 25 percent of the 
cost of a program with the taxpayers of 
the Nation. That cleaning woman, her 
taxes are going into that general fund 
to come out and pay some wealthy per
son's doctor bill-75 percent of them. 
That, Mr. President, just plain isn't 
fair. 

The question is whether we should 
debate it longer. I don't know how long 
it takes to understand the particular 
program we are proposing here this 
evening. Now, there are going to be 
savings. As the distinguished Senator 
from Louisiana pointed out, the sav
ings are nearly $4 billion over 5 years. 
You can say, oh, that's not much. Boy, 
that is getting pretty inured to Wash
ington spending if you say $4 billion 
isn't much. All that savings goes into 
the Medicare Program, the part A pro
gram, the hospital insurance, which is 
about to go under. Is it me that says 
that? No. 

We previously, this evening, quoted 
from the report of the trustees of the 
Medicare fund. Those trustees have 
used the most alarming words. I have 
here the little booklet that they put 
out in which they use terms of the part 
A trust fund, namely the Hospital In
surance. They use terms like- these 
are the trustees, and four of the six 
trustees are Cabinet officers, all Demo
crats. This is what they say: 

Further delay in implementing changes 
makes the problem harder to solve. We urge 

the earliest possible enactment of legislation 
to extend the HI trust fund. The Medicare 
trust fund, the HI, will be exhausted in 4 
years without legislation to address it. 

It seems to me, Mr. President, that 
this is a very worthwhile undertaking. 
It is the right thing· to do. It is not 
hurting anybody. If people at a $125,000-
a-year income can't pay their entire in
surance bill, then they are not doing 
their budgeting very well. 

So, Mr. President, I strongly support 
this measure, which was reported from 
the Finance Committee. 

Mr. MOYNIHAN. Unanimously. 
The PRESIDING OFFICER. Who 

seeks time? 
Mr. KENNEDY. Mr. President, how 

much time do I have? 
The PRESIDING OFFICER. The Sen

ator has 5 minutes remaining. 
Mr. KENNEDY. I yield 2 minutes. I 

listened to my friend and colleague 
from Rhode Island talking about how 
Part B of the Medicare system is sub
sidized by 75 percent from the general 
funds. Well, of course, the health insur
ance of every Member of the U.S. Sen
ate is also subsidized by roughly the 
same amount. When he talks about 
how bad it is for upper-income seniors 
to pay only 25 percent of their Part B 
costs, it should be clear that Sen
ators- whose incomes are all above the 
maximum threshold they have set for 
senior citizens-also pay only 25 per
cent of the health insurance premium. 

This is the point, Mr. President. 
Under family coverage for Blue Cross, 
we only $108.40 per month, while the 
taxpayers spend $292 a month on our 
coverage. So that is what happens 
right here in the U.S. Senate. If we are 
going to begin to means-test taxpayer
subsidized health insurance benefits, 
why are we starting with Medicare? 

The third part of our amendment 
changes this by requiring Senators 
whose annual income is over $100,000 to 
pay for 100 percent of their health in
surance premiums. As we have seen 
under the Lewin-VHI study commis
sioned by the National Committee to 
Preserve Social Security and Medicare, 
the tdp 25 percent of wage earners of 
this country pay $159,000 more into the 
Medicare system than they take out. 
By contrast, those in the lowest in
come category-the bottom 25 per
cent-will collect about $72,000 more in 
benefits than they pay in taxes. 

You cannot assure us that higher in
come group is going to choose to stay 
enrolled in Medicare under these new 
conditions. Studies have demonstrated 
that those in the top 25 percent pay 
more into part B than they receive 
back. All we are asking for is a hearing 
on this issue. Those are the figures. I 
have the studies right here to dem
onstrate that. Now, if that is true, we 
don 't want to lose this group because 
they are providing help and assistance 
for other needy workers. I must remind 
my colleagues that health status gen-

erally rises with income, which means 
wealthier senior citizens are g·enerally 
healthier. If they choose to leave Medi
care, they take their premium dollars 
with them. 

So I beUeve that it is true, and we 
have the testimony to provide it. We 
ought to at least explore this proposals 
impact on Medicare enrollment before 
blindly voting for it. 

The PRESIDING OFFICER. The time 
of the Senator is up. 

Mr. KENNEDY. I yield myself an
other minute. The fact is, if that is 
true-and I believe it is-we have to 
make a calculation of how many people 
are we going to drive out of the part B, 
because we are raising their annual 
premiums to well over $3,000. You can't 
tell us different here this afternoon. 
So, Mr. President, I think that this 
measure ought to be given more con
sideration. 

A final point. Ten years ago, Medi
care recipients spent on average 18 per
cent of their income on out-of-pocket 
health care expenses. It is now up to 21 
percent. 

The PRESIDING OFFICER. The Sen
ator's time is up. 

Mr. KENNEDY. I yield myself 1 addi
tional minute. The elderly already 
spend a disproportionate share of their 
income on health care. While those 
under age 65 spend only about 8 percent 
of their income on health care, Medi
care beneficiaries spend an average of 
21 percent. This amendment will only 
increase that disparity. It poses, I be
lieve, a serious threat to the Medicare 
system and it should be given much 
more thought and consideration than 
it has here today. Medicare's success is 
based in part on the fact that all 
groups are treated equally - poor, 
rich, younger, older, sick, healthy. 
This provision undermines the funda
mental promise of Medicare that says 
you will all contribute an equal 
amount and you shall all be guaranteed 
equal benefits. 

I withhold the remainder of my time. 
Mr. ROTH. Mr. President, I yield 5 

minutes to the Senator from Nebraska. 
Mr. KERREY. Mr. President, I oppose 

the effort to strike this important pro
vision in the Finance Committee 's bill. 
Since Medicare was enacted in 1965, 
there have been many legislative ef
forts to make it more fair, to make it 
more progressive. Most colleagues, I 
suspect, support the Qualified Medical 
Beneficiary Program, the QMB Pro
gram and the SLMB Program, the 
dual-eligibility program. All of these 
programs are efforts not in 1965, but 
much later, to make the program fair, 
to help lower-income beneficiaries, to 
make it more progressive. That is what 
these programs do. 

Dual eligibility in Medicaid is a ter
rific program. It enables that low-in
come individual to be held harmless 
against all costs, premium, 
deductibles, copayment, as well as ad
ditional Medicaid coverage. QMB does 
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premium deductible and copayment for 
all Medicare beneficiaries under 100 
percent of poverty. And it made the 
program fair, more progressive. SLMB 
is up to 120 percent. The chairman has 
added a provision that would allow it 
to go from 120 to 150 percent because of 
the changes recommended by the Presi
dent , shifting home health from part A 
to part B. 

Those who argue against this change 
say that we are on the slippery slope 
somehow. We have done this before. 
There have been constant efforts to try 
to evaluate Medicare and to try to 
make it fair. This proposal makes 
Medicare more fair on its face. Individ
uals earning up to $50,000 a year will 
continue to enjoy a 75 percent subsidy 
in part B. That doesn' t change. That is 
for individuals at $50,000 and couples at 
$75,000. We begin to phase out the sub
sidy of that part B premium. It will go 
from about $560 to about $2,100. That 
$1,500 or $1,600 subsidy that we cur
rently have in place will be phased out. 
For seniors, with adjusted gross in
comes of $100,000 for individuals and 
$125,000 for couples, they will pay an 
unsubsidized part B. They will still re
ceive part A with no change, but for 
part B, physician services, they will 
pay an unsubsidized premium. 

It makes the program more progres
sive, Mr. President. It has been noted, 
and quite correctly, that for many sen
iors there is a significant percentage of 
income that goes for health care. But 
what we need to look at is that inside 
that senior population, there are sig
nificant differentials. For lower income 
beneficiaries, they will pay for heal th 
care a higher out-of-pocket amount 
than higher income beneficiaries-30 
percent versus 3 percent for higher in
come beneficiaries. This is a problem 
that we are trying to solve. We are try
ing to make this program more pro
gressive. 

As to the suggestion that we need to 
study this, this is not a proposal that 
just came out of the blue. This is a pro
posal that has been around a long time. 
It has been discussed; it has been op
posed; all kinds of · arguments have 
been thrown up against it. There have 
been all kinds of good suggestions that 
perhaps we can improve it somehow. So 
this is not a brandnew proposal. We 
don't need to study this, Mr. President. 

I have great respect for the senior 
Senator from Massachusetts and the 
Senator from Maryland, as well. They 
come to the floor because they care 
deeply about Medicare beneficiaries, 
wanting to preserve and protect Medi
care, which is the goal of this piece of 
legislation. By making Medicare more 
progressive, I believe we have a much 
better chance of securing the 
intergenerational commitment that 
Medicare represents. 

Medicare is an intergenerational 
commitment on the part of younger 
people to allow themselves to be taxed 

so that we can provide benefits to the 
beneficiaries of Medicare. It is a strong 
commitment. It is a good commitment. 
It has made our Nation better as a con
sequence of having it in law. This 
change, by making it more progressive 
and fair, will strengthen the commit
men t that we have for this good pro
gram. 

Mr. KENNEDY. Can I ask the Sen
ator a question on my time? Will the 
Senator yield for a question? 

Mr. KERREY. I am kind of busy. 
Mr. KENNEDY. I heard the Senator 

say this has been around a long time. I 
think it has been on the floor here for 
about an hour. This wasn ' t the pro
posal that came out of the Finance 
Committee, was it? 

Mr. KERREY. No, it was not the pro
posal that came out of the Finance 
Committee. 

Mr. KENNEDY. Had that been around 
a long time, too. 

Mr. KERREY. Is this a jury deal, 
where I get a yes-or-no answer? You 
have lots of time here. 

Mr. KENNEDY. I don' t have much 
time. 

Mr. KERREY. Mr. President, we did 
get a proposal that came out of the 
committee to use deductible instead of 
premium and, as a consequence of that 
being untested, we changed it back to 
premium. The premium is not an un
tested proposal. I have been asked 
about whether or not--

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. KENNEDY. I yield another 30 
seconds. 

Mr. KERREY. Another 30 seconds? I 
can't say hello in 30 seconds. 

This proposal has been around- ad
justing by income the part B premium 
has been around a long time. I know I 
was asked about it when I campaigned 
in 1988. This is not a new proposal. It 
has been argued. It has been vented. It 
has been discussed. It is reasonable. It 
is fair. And I hope my colleagues will 
oppose the KENNEDY effort to strike. 

Mr. KENNEDY. Mr. President, how 
much time remains? 

The PRESIDING OFFICER. The Sen
ator from Massachusetts has 37 sec
onds. 

Mr. KENNEDY. I yield whatever time 
remains to Senator MIKULSKI. 

Can we get 2 minutes to wind up for 
Senator MIKULSKI to make a final com
ment? 

The PRESIDING OFFICER. Is there 
objection to the request for 2 addi
tional minutes? 

Mr. DOMENIC!. Reserving the right 
to object- I shall not-how you much 
time remains on our side? 

The PRESIDING OFFICER. The Sen
ator from New Mexico has 8 minutes. 
The Senator from Massachusetts has 37 
seconds . 

Mr. DOMENIC!. I would like to take 
it off the bill, if we can. 

Mr. LAUTENBERG. We will give the 
Senator from Maryland 2 minutes off 
the bill. 

The PRESIDING OFFICER. The Sen
ator from Maryland. 

Ms. MIKULSKI. Mr. President, 32 
years ago this summer I graduated 
from the University of Maryland 
School of Social Work. And my very 
first job was to go out to the Baltimore 
neighborhoods to tell people what this 
new bill called Medicare was; to . tell 
them what medical services they would 
be entitled to. As I went door to door 
to door in the streets and neighbor
hoods, onto the white-marbled steps of 
Baltimore, people's eyes opened wide. 
They could not believe that the United 
States of America had passed legisla
tion that would provide them universal 
affordable heal th care in their old age 
and that it would be the next step to 
the Social Security commitment; that 
they would have in perpetuity a safety 
net that did not have a previous condi
tion on it; that the premium would be 
affordable; that it would be undeniable. 

Thirty-two years later we are chang
ing the rules of the game. The very 
people that were 30 years old then are 
now in their sixties. They didn' t know 
it was going to be means tested. I re
spect the Finance Committee. But I 

. will tell you that there has been no na
tional discussion on what it means to 
the solvency of Medicare. 

All we are asking is strike the means 
testing now. Let 's have an American 
national debate, not a time-limited 
rule which we agree to temporarily. 
But let's have a national debate. 

The Finance Committee might have 
studied it. It might not be a new idea 
to them. But I will tell you something. 
It is a new idea to the American peo
ple. And the middle class knows that 
the minute you start this class-warfare 
language of means testing people over 
$100,000 and say it is fair, button down 
your hatches, blue-collar workers. 
They are coming after you next. 

The PRESIDING OFFICER [Mr. 
COATS]. Who yields time? 

Mr. ROTH. I yield 3 minutes to the 
Senator from New Hampshire. 

The PRESIDING OFFICER. The Sen
ator from New Hampshire is recog
nized. 

Mr. GREGG. Thank you, Mr. Chair
man. 

Mr. President, listening to this argu
ment here, it seems to me that it is ex
traordinarily disjointed coming from 
the other side. 

Let's remember what we are talking 
about. We are talking about people who 
are making $75,000 or $100,000 a year 
being supported in their heal th care 
under part B by people who are making 
$25,000 a year, $30,000 a year, or $40,000 
a year. People who are working on a 
line job in New Hampshire, at a res
taurant in Texas, and at a garage in 
New Mexico are supporting people wh'o 
are retired who are making $75,000 to 
$100,000. And what is the complaint 
from the other side? The complaint 
from the other side is that somebody 
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who makes $100,000 might have to pay 2 
percent of their income in their retire
ment years to buy part B insurance-2 
percent. You tell me where you can go 
out and spend as a senior citizen in the 
private sector 2 percent of your income 
and buy a health care plan that is 
going to cover you for physician costs. 
You can't do it. 

The statement was made from the 
other side that somehow these ex
tremely wealthy people have been pay
ing into the system more; and, they 
paid in more and, therefore, they 
should get some sort of extraordinary 
benefit as a result of that where they 
are subsidized by people earning $25,000 
to $30,000 a year. That is simply not 
true. They may have paid more into 
part A, yes. But they have not paid 
more into part B. Part B is on a cash 
basis system. It is a pay-as-you-go sys
tem. You buy that insurance on an an
nual basis. The people who pay more 
for part B happen to be the poor men 
and women who are working in Amer
ica who are paying payroll taxes, and 
who are paying into the general fund 
and then have to subsidize to the ex
tent of 75 percent the person who is 
making $100,000. That is the person who 
is paying more-the wage earner. The 
concept that high-income individuals 
should not have to pay the full cost of 
the heal th care benefit which they are 
receiving, the insurance benefit they 
are receiving, makes no sense at all. It 
makes no sense that someone who· is 
making $100,000 shouldn't have to bear 
the full cost of the part B premium. 

We heard earlier today that the other 
side was surprised that people are liv
ing longer, and that is why they don't 
want to move too quickly into the 
issue of whether or not we should raise 
the retirement age. We heard earlier 
today from the other side that people 
were, I guess, surprised that the part A 
trust fund is going broke. That is why 
they don't want to move too quickly 
into the issue of whether or not people 
should have their age of retirement 
raised. 

I can't believe, recogmzmg the 
speakers from the other side who have 
been carrying the water on this issue, 
that they are surprised that there are 
rich people in America, and that is 
what this is about. There are rich peo
ple in America, and they are not pay
ing their fair share. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. ROTH. I yield 3 minutes to the 
distinguished Senator from New York. 

The PRESIDING OFFICER. The Sen
ator from New York. 

Mr. MOYNIHAN. Mr. President, some 
may have thought that there has been 
a leakage of reality about the social in
surance programs of the American Na
tion; that only crisis brings us forward 
to some sensible responses. But I think 
today we proved just the opposite. The 
vote earlier on extending the eligi-

bility age for Medicare over the next 
generation to 67 years parallels exactly 
the measure we took at a time of crisis 
in 1983 with respect to Social Security. 
This was recommended by a commis
sion of which I was a member. Senator 
Dole, our beloved former majority 
leader, was a member. 

Sir, I don't know about other Mem
bers of this body but I have not heard 
a word about that. It has been accept
ed. It is something that is going to 
take place over a generation. It makes 
sense. 

The same on this matter of contribu
tions of high-income persons-what is 
basically an intergenerational subsidy 
on retirement benefits and health-care 
benefits. 

In 1983, we began to tax Social Secu
rity benefits for high-income persons 
up to 50 percent of their benefit. In 
1993, in legislation I brought to the 
floor from the Finance Committee, we 
took it to 85 percent. That is the actu
arial income that is not paid by the 
contributor himself or herself. 

Sir, there has been no response or re
action to that, save acceptance that it 
is fair, and it makes sense. This is fair, 
and it is necessary. 

I would say once again I was a mem
ber of the administration of President 
Johnson when the planning for Medi
care and Medicaid took place. On part 
B we specified that half the premium 
would be paid by the person choosing 
to take the option of buying this form 
of health insurance. In 1972, we limited 
increases in the premium to the rate of 
increase in Social Security benefits, 
which are tied to the Consumer Price 
Index. But because of the higher rise in 
medical costs in the years that fol
lowed, above the rate of price increase, 
we dropped it to 25 percent. It is 25 per
cent today-not what we planned when 
we began this program, when the costs 
were much lower and unsustainable in 
the years ahead. The annual part B 
subsidy right now per person is $1,600 of 
general revenue-not trust fund. And if 
we have to provide that a $500,000 earn
er pays 2.9 percent, why can we not do 
so? I think, Mr. President, we are going 
to. 

I thank the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. ROTH. I yield the remainder of 

my time to the distinguished chairman 
of the Budget Committee. 

The PRESIDING OFFICER. The Sen
ator from New Mexico. 

Mr. DOMENIC!. Do you have some 
additional time you would like, if I can 
take 5 minutes off the bill? 

Mr. ROTH. All right. 
Mr. DOMENIC!. You keep your 5. I 

will speak. 
The PRESIDING OFFICER. The Sen

ator from New Mexico is recognized for 
5 minutes, with the time to come off 
the bill. 

Mr. DOMENIC!. Mr. President, I 
yield 2 minutes off the bill to just talk 

a little bit to the Senate about where 
we are. 

First, let me inquire. 
How much time remains for both 

sides? 
The PRESIDING OFFICER. The Sen

ator from New Mexico has 1 hour and 15 
minutes remaining, and the Senator 
from New Jersey has 1 hour and 21 min
utes. 

Mr. DOMENIC!. I wonder if I might 
propound a unanimous consent request 
to get us moving on two votes? 

I understand, immediately after we 
are finished debating this amendment, 
that the next thing that would come up 
would be the second Kennedy amend
ment which is subject to a point of 
order; I would make a point of order, 
and the Senator would move to waive. 
And he has indicated that he would be 
satisfied with 2 minutes of debate on 
each side on the motion to waive. 

I put that unanimous-consent re
quest to the Senate. 

The PRESIDING OFFICER. Is there 
objection to the unanimous-consent re
quest? 

Without objection, it is so ordered. 
Mr. DOMENIC!. I thank the Chair. 
I apologize for interrupting. 
Second, I would ask that we proceed 

as follows: That as soon as we finish 
the debate on the current amendment, 
that we vote on it, or in relation there
to, and then we proceed immediately, 
before we proceed to vote, we take care 
of the 2 minutes on each side on the 
Kennedy motion to waive, and then we 
proceed on two votes back-to-back 
with the first one being 15 minutes and 
the second one being 10. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. KENNEDY. Mr. President, I 
apologize to the chairman of the com
mittee. So you want to yield back the 
time and we would then ask consent 
that it would be in order to make the 
point of order? 

Mr. DOMENIC!. We just got that. 
Mr. KENNEDY. I was glad to accom

modate the leader, and always try to. 
But I would like to at least say that we 
eliminate the 2 minutes. I would like 
to at least have the opportunity to per
haps address the Senate for that period 
of time before we vote. It will not save 
an awful lot of time just to go back to 
back, as the Senator knows. I would 
like to make just a very, very brief 
comment about what that commitment 
is. We have very different amendments. 

I would appreciate that. 
Mr. DOMENIC!. The Senator objects. 

Why don't we just do it in two parts? 
We will dispose of the first amendment 
in the manner we described, and there
after there will be 4 minutes after that 
vote is completed, 2 minutes to a side, 
and that will be the subject matter of
that vote will be a waiver of a point of 
order that the Senator from New Mex
ico will make on the Kennedy amend
ment. 
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The PRESIDING OFFICER. Is there 

objection? 
Mr. BUMPERS. Reserving the right 

to object-I shall not-will the Senator 
indicate approximately what time this 
back-to-back vote will occur? 

Mr. DOMENIC!. How much time do 
you want to use Senator-2 or 3 min
utes? 

I would say 6 minutes. 
Do you want some time? Ten minutes 

maximum. 
Mr. KENNEDY. Is this additional 

time to be yielded off the bill , or just 
because we are going to have addi
tional time? I think we are over. 

The PRESIDING OFFICER. A total 
of 2 minutes for the Senator from New 
Mexico. 

Mr. KENNEDY. I was willing in ac
commodation to go back and limit our 
side. Now we have been limited. And 
now the other side is getting additional 
time for the amendment. Then I would 
ask for equal time to be able to re
spond. I would be glad to move ahead 
as agreed on earlier. 

Mr. DOMENIC!. We are going to do 
that. We will yield our 2 minutes re
maining to Senator NICKLES, and I be
lieve 5 minutes off the bill for me to 
accommodate some time taken off the 
bill on your side. That makes it about 
even. 

Mr. KENNEDY. Whatever. That is 
fine. 

Mr. LAUTENBERG. As long as your 
arithmetic is right. I would ask the 
Parliamentarian. How does that time 
projection stack up? 

The PRESIDING OFFICER. Only 2 
minutes has been yielded off the bill. It 
was yielded to the Senator from Mary

am not trying to hold things up. Just a 
question on the way we are going. I 
have been waiting for quite a while to 
introduce an amendment. Is there a 
way that we could have some under
standing about introducing amend
ments after we get through with this as 
far as unanimous consent is concerned? 

Mr. LAUTENBERG. I would, if I may 
on this side , Mr. President--

Mr. DOMENIC!. Surely. 
Mr. LAUTENBERG. I had promised 

the Senator from Rhode Island early 
this morning that he would have an op
portunity. He has def erred and waited 
to introduce an amendment that he 
wanted to have done. As we heard from 
the Presiding Officer, we have about 21/2 
hours, as I calculate it, left in total. So 
certainly if we can divide these up into 
proper sized pieces, why if we could 
just lay it out--

Mr. DOMENIC!. Mr. President, let me 
just suggest that if we are going to go 
back and forth, we will have disposed 
of two Kennedy amendments in a row. 
And then I assume we should get at 
least one, if not two, and then return 
to that side . And I would like to do 
that. Senator GRAMM has a simple 
amendment that should not take very 
long. We would like to do that next, 
but I am not asking that we have time 
agreed to. And then is there another 
one on our side? 

We then move to your side. You have 
one for Senator REED. 

Mr. LAUTENBERG. Senator REED 
would be willing to take 20 minutes 
equally divided. 

Mr. WELLSTONE addressed the 
Chair. 

Mr. DOMENIC!. What is the Reed land. 
Mr. LAUTENBERG. So what is being amendment? 

requested over here now? Mr. REED. It would substitute. 
Mr. DOMENIC!. The remaining 2 Mr. DOMENIC!. Substitute for the 

minutes on our side goes to Senator whole bill? 
NICKLES, and I asked for 5 minutes off Mr. REED. Yes, it is , eliminating 
the bill. some of the provisions we have already 

Mr. LAUTENBERG. The Senator debated with respect to the age limita-
from Massachusetts-- tion, MSA's, et cetera. 

Mr. KENNEDY. I ask for equal time, Mr. DOMENIC!. I do not want to 
and I probably will not use it. agree to that other than to say you are 

Mr. DOMENIC!. OK. I will cut my entitled to an amendment. But it may 
time down to 2 minutes. Might I ask be subject to a point of order in raising 
right now, please? the same subject matter that has al-

l ask unanimous consent that it be in ready been debated today with a mo
order that I make the point of order tion to reconsider, table and reconsider 
ag·ainst the second Kennedy amend- having already been voted on. But if 
ment. the Senator will let us look at it-

The PRESIDING . OFFICER. Is there Mr. REED. I would be happy to let 
objection? the distinguished chairman do that. 

Mr. KENNEDY. As I understand it, I Mr. DOMENIC!. Does anybody need 
have time at the conclusion or you time to discuss a complete substitute? 
want me to make it now? Mr. GRAMM. It might be a sub-

Mr. DOMENIC!. I think now we ought stitute. 
to ask unanimous consent it be in Mr. DOMENIC!. It might be. Let's 
order the Senator make his motion to not agree on your time yet. You might 
waive at this point. take more time than your 10 minutes. 

The PRESIDING OFFICER. Is there Mr. REED. Fine. 
objection? Mr. DOMENIC!. There is a half-hour 

Mr. KENNEDY. That I can be in on each by statute. 
order to waive. Mr. WELLSTONE. Mr. President, 

Mr. WELLSTONE. Mr. President, I again since I initiated this discussion, I 
say to the Senator from New Mexico, I wonder whether I could not be a part of 

this. I have two amendments- one Sen
ator MIKULSKI wants to do with me 
- and I wonder whether they could be 
part of it. 

Mr. DOMENIC!. Will you tell me 
which one Senator MIKULSKI is with 
you? 

Ms. MIKULSKI. The amendment Sen
ator WELLSTONE and I wish to do is a 
version of the restoration of the Boren 
amendment on nursing home reim
bursement to ensure safety standards 
and adequacy. 

Mr. LAUTENBERG. In how much 
time do you think you could deal with 
that? 

Mr. DOMENIC!. We are going too far 
ahead. I do not even have the amend
ments listed on anything that was 
given to me by that side. I do not have 
the Boren amendment's reinstatement 
on this list. I have your mental- -

Mr. WELLSTONE. That is the one 
that I would like to get in right now on 
this unanimous consent, on the mental 
health. That one I have been waiting 
several days. 

Mr. DOMENIC!. Senators, let me just 
suggest that we get the votes out of the 
way and in the meantime any Senator 
who has any amendments, we would 
like to have-we now have 18 amend
ments, and that is without any process 
amendments and there may not be any 
process votes on this bill. It may be 
that they will be saved for another 
time. But if you can get us any amend
ments, and as soon as this vote is over, 
I will try to arrange yours in sequence, 
I say to Senator WELLSTONE. 

Mr. WELLSTONE. I thank the Sen
ator. 

Mr. DOMENIC!. Can we proceed 
then? 

The PRESIDING OFFICER. If the 
Senator from New Mexico will restate 
the unanimous-consent request , the 
Presiding Officer is somewhat confused 
as to what the correct state of affairs 
is. 

Will the Senator restate the unani
mous-consent request we will order. 

Mr. DOMENIC!. My last one .is that it 
be in order for Senator KENNEDY right 
now--

Mr. KENNEDY. I do not need the 
time. Four minutes to the Senator will 
be fine. 

Mr. DOMENIC!. I need the Senator to 
do something else. I ask it be in order 
that he waive the Domenici point of 
order and he do his now even though it 
is reserved for later. 

Mr. KENNEDY. I do so now. 
The PRESIDING OFFICER. Is there 

objection? Without objection, it is so 
ordered. 

Mr. DOMENIC!. It seems we have 
time on our side. Senator NICKLES has 
2 minutes under the half-hour allow
ance. 

The PRESIDING OFFICER. Is the 
Senator going to make a point of 
order? 

Mr. DOMENIC!. I make the point of 
order that the Kennedy amendment 
violates the Budget Act. 
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The PRESIDING OFFICER. The Sen

ator from Massachusetts. 
Mr. KENNEDY. Mr. President, pursu

ant to section 904 of the Budget Act, I 
move to waive the point of order and 
ask for the yeas and nays on the mo
tion to waive. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There appears to be a sufficient sec
ond. The yeas and nays are ordered. 

Mr. LAUTENBERG. I would ask, if 
the Senator from Oklahoma will ex
cuse me just a moment, so that we 
have a little longer sequence planned, 
that is, after the Senator from Okla
homa, after the vote on the budget 
waiver, I assume that the chairman in
tends to go to the Senator from Texas? 

Mr. DOMENIC!. Yes. 
Mr. LA UTENBERG. And thereafter 

we put in line the Reed amendment to 
be reexamined, and we will take a look 
at the timeframe. If we could plan the 
next two, that would probably consume 
the remainder of the time. What would 
the Senator from New Mexico expect 
would come up after that? 

Mr. DOMENIC!. Look, I would like to 
leave it at that. We have three or four 
Republican amendments that I have to 
discuss with them. So let's just leave it 
there and try to finish the vote , and we 
will try to sequence the Wellstone 
amendment in. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. NICKLES. Mr. President, I urge 
my colleagues to vote against Senator 
KENNEDY'S amendment which would 
eliminate-some people call it income 
testing, means testing, but I would re
phrase it. It would eliminate subsidies 
for upper income individuals on part B 
premiums. Right now the Federal pol
icy is the taxpayers pay $3 for every $1 
for all persons on Medicare part B. It 
does not make any difference if the 
person has $1 million of income. We are 
asking taxpayers with incomes of 
$20,000 to be paying general taxes to 
subsidize their premium. 

I do not think that is good policy. I 
might mention the Finance Com
mittee, when we corrected this, we did 
it with bipartisan support. We have all 
known this issue. Some people say, 
well , let us substitute it. Let us do it in 
the commission. We know this should 
be done. We know this is good policy. 

I might also mention this was not 
done so we would have more money to 
spend someplace else. This was not 
done in order that we could have more 
tax cuts. The Finance Committee took 
100 percent of the savings, of this 
amount of reducing subsidies for higher 
income individuals, 100 percent of that 
money and put it into part A solvency. 

So all the savings that come from the 
increased premiums on more affluent 
people by reducing subsidies, all the 
savings that come from that will go to
ward extending solvency in part A. And 

as I mentioned in an earlier speech, 
part A, the hospital insurance trust 
fund, has serious problems. It is going 
to have a shortfall in the year 2005, 
without these changes, of about $100 
billion per year, and it grows from 
there. So we need to do more to save 
part A, to make sure the hospital bills 
will be able to be paid. 

The Finance Committee took this 
step. They took it for, I think, all the 
right r easons, for good policy, to elimi
nate subsidies for upper-income people. 
I urge my colleagues to support this bi
partisan recommendation that came 
out of the Finance Committee and to 
vote no on the Kennedy amendment. 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. I believe I have 2 or 

3 minut es. 
The PRESIDING OFFICER. Under 

the unanimous-consent agreement, the 
Senator from New Mexico has 3 min
utes. 

Mr. DOMENIC!. Mr. President, I 
thought I would just suggest to the 
Senate and those listening -how many 
senior citizens are covered by this 
means testing. And here is what I 
think i t is. First of all, let me put it in 
dollars. The premiums collected over 
the next 5 years amount to $125 billion. 
The income-conditioned premiums, the 
means-t ested premiums, amount to $4 
billion. That is 3.1 percent of the pre
miums will be means tested. 

What does that amount to in num
bers? The best we can figure , out of 38 
million Americans, it is 5 percent-5 
percent will be financially affected by 
this amendment. 

So if you are going into some neigh
borhood and talking to seniors about 
this, chances are pretty good that you 
are not talking to a senior that is af
fected by this because only 1 out of 20 
will be affected by this and 19 will not 
be affected at all. 

I think that is a pretty realistic ap
proach to trying to change this basic 
part B law to be more realistic to those 
people who are working hard, paying 
taxes, are not even earning as much 
money as the retirees, perhaps raising 
two or three children, and unless their 
employer is paying insurance for them 
many do not have insurance. So I be
lieve this is a good approach, and I am 
prepared to yield back the remainder 
of my t ime. 

How much time do I have? 
The PRESIDING OFFICER. The Sen

ator from New Mexico has 1 minute 21 
seconds. 

Mr. DOMENIC!. I yield my remaining 
minute to the Senator from Texas. 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mr. GRAMM. Mr. President, above 
the Speaker's stand in the House of 
Representatives is a quote from Daniel 
Webster which talks about doing some
thing worthy of being remembered. I 

believe that if we defeat the Kennedy 
amendment, given what we have al
ready done by changing the age of eli
gibility for Medicare, that we will have 
adopted two changes which will dra
matically change in Medicare. They 
will be the first things we have ever 
done that will permanently strengthen 
the Medicare trust fund, and I believe 
that we will have done something truly 
worthy of being remembered. 

We do not do that very often around 
here. It is not very often that you see 
courageous votes cast. And I think we 
will have seen two major ones today. 

I thought some note should have 
been made of that fact. I do not want 
to congratulate us in advance of cast
ing this vote. But I think we are doing 
something very important here, some
thing that 10 or 20 years from now 
every Member who votes against this 
amendment and votes for these two im
portant reforms will be able to say to 
their children and grandchildren they 
did something worthy of being remem
bered. 

The PRESIDING OFFICER. The time 
of the Senator has expired. 

Mr. DOMENIC!. Parliamentary in
quiry. 

The PRESIDING OFFICER. The Sen
ator from New Mexico. 

Mr. DOMENIC!. On this vote, for the 
Senator to prevail, must he get 60 
votes? 

The PRESIDING OFFICER. That is 
correct. 

Mr. DOMENIC!. I thank the Chair. 
Mr. KENNEDY. Yeas and nays. 
The PRESIDING OFFICER. The yeas 

and nays have been ordered. The Sen
ator from Massachusetts has 37 sec
onds. 

Mr. KENNEDY. I yield back the re
mainder of the time. 

The PRESIDING OFFICER. Time has 
been yielded back. The yeas and nays 
have been ordered. 

Mr. DOMENIC! addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. I asked a parliamen

tary inquiry and I believe I got the 
wrong answer. How many votes are re
quired for Senator KENNEDY to prevail 
on this? A simple majority on the first 
one; is that correct? 

The PRESIDING OFFICER. The first 
vote is on the amendment. A simple 
majority is sufficient to pass this 
amendment. 

Mr. ROTH addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Delaware. 
Mr. ROTH. I make a motion to table. 

I ask for the yeas and nays. 
The PRESIDING OFFICER. Is there a 

sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
The PRESIDING OFFICER. The 

question is on agreeing to the motion 
to table. The yeas and nays have been 
ordered. The clerk will call the roll . 
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The assistant legislative clerk called 

the roll. 
The result was announced- yeas 70, 

nays 30, as follows: 

AJ la!'d 
Ashcroft 
Ba ucus 
Bennett 
Bingama n 
Bond 
Bl'eaux 
Brown back 
Bryan 
Bumpers 
Burns 
Campbell 
Cbafee 
Coats 
Cochran 
Collins 
Conrad 
Craig 
De Wine 
Dodd 
Domenic! 
Enzi 
Faircloth 
Feingold 

Abraham 
Akaka 
Biden 
Boxer 
Byrd 
Cleland 
Coverdell 
D'Amato 
Dascble 
Dorgan 

[Rollcall Vote No . 113 L eg. ] 
YEAS-70 

Feinstein Lev in 
Frist Lieberman 
Glenn Lott 
Gorton Lugar 
Graha m Mack 
Gramm McConnell 
Grams Moynihan 
Grassley Murkowski 
Gregg Nickles Hagel 

Robb Harkin 
Ha tch Roberts 

Helms Roth 

Hollings Santo rum 
Hutchinson Sessions 
Hu tchison Shelby 
Inhofe Smith (NH) 
J effords Smith (OR) 
Kempthorne Stevens 
KetTey Thomas 
Kerry Thompson 
Kohl Thurmond 
Ky! Warner 
Landrieu 

NAYS-30 
Durbin Murray 
Ford Reed 
Inouye Reid 
J ohnson Rockefell er 
Kennedy Sarbanes 
Lau ten berg Sn owe 
Leahy Specter 
McCain Torricelli 
Mikulski Wells tone 
Moseley-Bra un Wyden 

The motion to lay on the table the 
amendment (No. 441), Division I , was 
agreed to. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote by which 
the motion was agreed to. 

Mr. ROTH. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

MOTION TO WAIVE THE BUDGET ACT
AMENDMENT NO. 440 , DIVISION II 

The PRESIDING OFFICER (Mr. 
BROWNBACK). The question is now on 
the KENNEDY motion to waive section 
310(d) of the Budget Act. There are 4 
minutes for debate equally divided be
tween the two sides. 

Mr. KENNEDY. Mr. President, may 
we please have order? 

The PRESIDING OFFICER. The Sen
ate will come to order. 

Mr. LOTT addressed the Chair. 
The PRESIDING OFFICER. The ma

jority leader is recognized. 
ORDER OF PROCEDURE 

Mr. LOTT. Mr. President, I think it 
will be helpful to all Members if we can 
engage in a colloquy now, and I hope 
the Democratic leader can join us so 
we can discuss how we will proceed 
from here. 

Mr. FORD. Mr. President, we do need 
order, I say with all respect. 

The PRESIDING OFFICER. With due 
respect to all Members, may we please 
have order in the body? Those having 
conversations, please take them off the 
floor. 

The majority leader. 

Mr. LOTT. Mr. President, my intent, 
of course, is to go now to the second 
vote on the Kennedy amendment, and 
then that would probably move us 
close to 7 o'clock. We would proceed to 
use the remainder of the time on other 
debate or amendments that will be of
fered. I presume that time will expire 
about 8 to 8:30. And then other amend
ments will be in order and will be de
bated tonight. 

All amendments that are going to be 
offered need to be offered tonight, and 
then we will stack all the votes on all 
the amendments and final passage be
ginning at 9:30 in the morning. 

We have discussed this with the 
Democratic leader. I do have a unani
mous-consent request to implement 
that, but we will go ahead and have the 
vote now, and then we will make the 
UC request after that vote. 

I wanted the Members to know my 
intent. If that is agreed to, then this 
next vote will be the final recorded 
vote tonight. We will begin to vote on 
all the amendments and final passage 
in the morning at 9:30. 

I yield to the disting·uished chairman 
of the committee, Senator DOMENIC!. 
Mr. President, I ask the chairman, is 
that his understanding and does he 
have some feel as to what we are talk
ing about here? 

Mr. DOMENIC!. I think the time runs 
out about 8:30. 

Mr. LAUTENBERG. About 9, because 
the time for the vote does not come off, 
it just adds to it. 

Mr. DOMENIC!. So what we will do is 
Senator LAUTENBERG and I will stay 
here until that hour, let's use the ex
ample of 9 o'clock. There will only be 
one vote; it will be on the Kennedy 
point of order. We will spend the rest of 
the evening with Senators offering 
their amendments. It looks like there 
are about 20 of them. With a little de
bate tonight on each one, they then 
will be taken up seriatim tomorrow 
with 2 minutes to a side, but I think 
they have to be offered tonight. That is 
what the proposal will be. 

Mr. LAUTENBERG. As a point of 
clarification for everybody, by what 
time do the amendments have to be 
sent to the desk? 

Mr. DOMENIC!. By the time we close 
up here tonight at 9 o'clock. 

Mr. LAUTENBERG. When the time 
expires on the bill. 

Mr. DOMENIC!. Yes. That request 
will be made momentarily. 

Mr. CHAFEE. Mr. President, can I 
ask, do we have a list of order of pri
ority--

The PRESIDING OFFICER. Let's 
have order in the body. 

Mr. LOTT. I will be glad to yield for 
a question from the Senator from 
Rhode Island. 

Mr. CHAFEE. I ask the majority 
leader or manager of the bill, we have 
a list of priority. I am in line , and I 
don' t want mine too far down the line. 

Mr. DOMENIC!. The Senator is pret
ty high up the line. He is about fourth 
or fifth. 

Mr. LOTT. Maybe even higher, de
pending on who is here to offer their 
amendments at the time. Does the 
Democratic leader wish to add any
thing to what we have advised Sen
ators? 

Mr. DASCHLE. Mr. President, the ar
rangement just described by the major
ity leader is one that he and I have dis
cussed, and I have subscribed to, as 
well. This would allow us to complete 
our work on this bill and provide the 
opportunity to those Senators who 
wish to have a debate on their amend
ments-the time to do so is tonight. We 
would then begin voting as early as 9:30 
in the morning and have votes on all 
remaining amendments sometime to
morrow morning. 

I think it is the appropriate way with 
which to resolve the remaining issues 
on this particular bill , and I encourage 
Senators to offer their amendments 
and complete our work on it by the end 
of the evening. 

Mr. LOTT. Therefore, Mr. President, 
I ask unanimous consent that all re
maining amendments in order to S. 947 
must be offered prior to the close of 
business today, and any votes that will 
occur with respect to the amendments 
occur beginning at 9:30 a.m. on Wednes
day in a stacked sequence. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BUMPERS. Reserving the right 
to object, and I shall not, will there be 
a time for each amendment, for the 
proponents and opponents? 

Mr. LOTT. Mr. President, I ask unan
imous consent to amend that request 
to provide for a minute to explain the 
amendment on both sides, 2 minutes 
equally divided. 

Mr. BUMPERS. Two minutes equally 
divided. Will that same time be ac
corded to people who offer second-de
gree amendments? 

Mr. LOTT. It would be, but they 
would have to be offered tonight, I re
mind the Senator. 

Mr. BUMPERS. A second-degree 
amendment cannot be offered until the 
first-degree is brought up. 

Mr. President, parliamentary in
quiry. A second-degree amendment in 
this scenario cannot be offered until 
the first-degree amendment is offered, 
can it? 

Mr. LOTT. That is correct, but once 
the first-degree amendment is offered, 
then the second-degree--

Mr. BUMPERS. The second-degree 
could be in order, and it is not nec
essary that the second-degree amend
ment be filed or any notice given prior 
to that time. 

Mr. LOTT. It has to be filed tonight 
once the first-degree amendment is of
fered, but you would not have to give 
notice until the first-degree amend
ment is offered, if it is offered, or you 
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would still have the option, of course, Mr. DOMENIC!. What the leadership 
to offer it as a first-degree amendment has proposed is that between now and 9 
if you want to. o'clock any amendment that is going 

Mr. BUMPERS. Parliamentary in- to be offered to this bill be offered, and 
quiry, Mr. President. Is that a correct then it says anybody that has a second
statement, that the second-degree degree amendment to any amendment 
amendment would have to be offered that is offered tonight must also offer 
tonight and you would not know pre- the second-degree tonight, leaving the 
cisely what amendment you would work tomorrow to be just votes on the 
offer it to until tomorrow? amendments that were offered tonight, 

The PRESIDING OFFICER. The ma- and any second-degree amendments, if 
jority leader is correct. The first-de- any, will also be voted tomorrow under 
gree and the second-degree would both the 2 minutes equally divided rule. 
have to be offered this evening. Mr. LOTT. I might say, Mr. Presi-

Mr. BUMPERS. Is the Parliamen- dent, we have a list--
tarian saying that if I have a second- Mr. BUMPERS. I object to the unani-
degree amendment to any amendment mous-consent agreement. 
that is going to be offered here tonight The PRESIDING OFFICER. The ob-
before we adjourn for the evening, that jection is heard. 
I will not be allowed to offer second-de- Mr. LOTT. Mr. President, since there 
gree amendments tomorrow to any one is an objection, then we would go ahead 
of those amendments unless that sec- with the amendment, and we will have 
ond-degree amendment is filed also an opportunity to discuss further with 
this evening? the Senator his concerns, and we will 

The PRESIDING OFFICER. The sec- renew our request after this vote. 
ond-degree amendment must be offered Mr. CHAFEE. I would like to ask the 
tonight and only tonight. majority leader a question, if I might. 

Mr. BUMPERS. Offered or filed? I have a question. 
The PRESIDING OFFICER. Offered. I have an amendment which I will be 
Mr. BUMPERS. Has to be offered this presenting this evening, but it may 

evening? well be tomorrow that there might be 
The PRESIDING OFFICER. That is modifications that the leadership 

correct. might want to make to it which would 
Mr. BUMPERS. I am not sure about be acceptable to me, but that cannot 

the language here. How can you offer a take place unless that is all filed to
second-degree amendment before a night? 
first-degree amendment is offered? Mr. DOMENIC!. It can be done by 

Mr. LOTT. If the Chair will allow me , unanimous-consent request tomorrow. 
the first-degree amendments would be Mr. CHAFEE. It can be done by unan-
offered tonight if Senators wish to imous consent tomorrow, I see. 
offer them, and then the second-degree DIVISION II- AMENDMENT NO. 440 

amendment would be in order to be of- The PRESIDING OFFICER. The 
fered tonight once the first-degree question is on the Kennedy motion to 
amendment is offered. waive section 310(d) of the Budget Act. 

I do not understand why that is a There are 4 minutes equally divided be
problem. You have to stay here to offer tween the sides on this motion. 
your second-degree amendment or have Mr. KENNEDY. Mr. President, under 
some leadership person in your behalf the current bill approximately 2 mil
offer that second-degree amendment, lion Medicare recipients will, starting 
but there would be ample opportunity in January of next year, pay more for 
on both sides tonight to offer second- their Medicare premiums. They did not 
degree amendments if a Senator so de- know that yesterday. They did not 
sires. know that this morning. They did not 

Under the rules, all time will expire know that at noon today, and they did 
between 8:30 and 9 o'clock, and the only not know it until just a few moments 
time remaining then will be to offer ago when the Senate made its decision 
amendments and to have the votes in to retain this provision. 
order on those amendments. This particular amendment asks the 

Mr. BUMPERS. I have to stay here Senate to postpone the effective date 
then until 10 o'clock tonight to see of this amendment for 2 years to per
whether a first-degree amendment to mit the commission to review the ef
which I can offer a second-degree feet of the means-testing proposal and 
amendment would be filed this to allow the retirees affected by this 
evening, is that correct? increase to make changes in their fam-

Mr. LOTT. That is corr~ct. ily budgets to accommodate the sig·-
Mr. BUMPERS. Could I get a par- nificant ly higher premiums that will 

liamentary ruling on that. otherwise go into effect in just 6 
The PRESIDING OFFICER. If the months . Unless Congress takes other 

Senator wants to offer a second-degree action during this time, the provision 
amendment, the Senator would have to would take effect in January 2000. 
stay this evening to offer a second-de- This time would give us an oppor-
gree amendment. tunity to fully discuss and debate this 

Mr. DOMENIC!. Will the Senator landmark decision. 
yield? That is the practical effect of 

Mr. BUMPERS. I yield. waiving the point of order. This is a 

matter of great importance to the 
Medicare system and the 2 million 
beneficiaries who will be affected by 
the proposal, and we ought to be able 
grant a reasonable period of time for 
its assessment and for seniors to pre
pare to pay more. 

Mr. ROTH. Mr. President, I think 
that the last vote overwhelmingly de
cided this issue. Income-related pre
mi urns are fair. 

I just point out that by delaying it 2 
years, we would lose something like 
$1.3 billion in a program that is already 
in difficulty. These funds are necessary 
and they are needed. 

Mr. President, if a means test is fair 
in 2 years, then it is fair today. I see no 
reason for the delay. Let me remind 
my colleagues that the premium in
crease is very modest, given the part B 
benefits. 

I urge my colleagues not to waive the 
point of order. 

Mr. DODD. Mr. President, briefly, I 
supported the amendment which would 
means test this program, but I think a 
24-month delay on this, while there is 
some loss of revenue here, is a wise 
move to make. We are moving very 
rapidly here on some major changes. I 
believe the means testing is the right 
way to go. 

Mr. ROTH. Point of order. Is time 
limited? 

Mr. DODD. I ask unanimous consent 
to speak for 1 minute, if I may, 1 
minute on means testing Medicare. 

The PRESIDING OFFICER. The Sen
ator from Massachusetts has 30 seconds 
remaining on his time. 

Mr. KENNEDY. I am happy to yield. 
Mr. DODD. Briefly, it seems to me, a 

24-month delay on this- I supported 
means testing, but I think we ought to 
know the full implication of what we 
are doing, and while there is a loss of 
revenue here by not implementing, it is 
for 2 years. It seems to me that pro
ceeding with a degree of caution to 
make sure all the people that we want 
to benefit will be benefited and those 
to be excluded will be excluded prop
erly, is not a lot to ask. 

I urge the proposal of the Senator 
from Massachusetts be adopted. It 
seems to me we ought not to be fight
ing over 24 months. We have agreed to 
means test. We waited a long time to 
get to this. Now we should do it intel
ligently. 

The PRESIDING OFFICER. The Sen
ator from New Mexico has 1 minute re
maining. 

Mr. DOMENIC!. Mr. President, I 
want to use my 1 minute to inform the 
Senators that I did not tell the Senate, 
when our distinguished majority leader 
was seeking unanimous-consent re
quests, I do not intend to offer any 
process amendments here tonight or 
tomorrow. They are just as much rel
evant to the finance tax bill as they 
are to this one, and I choose not to put 
them on here. 
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People may have had second-deg-ree 

amendments to my process. There will 
not be any process amendments on 
this, at least from this Senator. Others 
might want to do them, but they are 
not second-degreeing mine. 

I yield back the balance of my time. 
The PRESIDING OFFICER. The 

question is on the Kennedy motion to 
waive section 310(d) of the Budget Act, 
for the consideration of division II of 
amendment No. 440. 

The yeas and nays have been ordered. 
This is a 10-minute vote. 
The clerk will call the roll. 
The assistant legislative clerk called 

the roll. 
The result was announced-yeas 37, 

nays 63, as follows: 

Abraham 
Akaka 
Bi den 
Bingaman 
Boxer 
Bumpers 
Byrd 
Cleland 
Collins 
Coverdell 
D'Amato 
Daschle 
Dodd 

Allard 
Ashcroft 
Baucus 
Bennett 
Bond 
Breaux 
Brown back 
Bryan 
Burns 
Campbell 
Chafee 
Coats 
Cochran 
Conrad 
Craig 
De Wine 
Domenic! 
Enz! 
Faircloth 
Feingold 
Feinstein 

[Rollcall Vote No. 114 Leg.) 
YEAS-37 

Dorgan Moseley-Braun 
Durbin Murray 
Ford Reed 
Harkin Reid 
Inouye Rockefeller 
Johnson Sarbanes 
Kennedy Sn owe 
Kerry Specter 
Lautenberg Torricelli Leahy Wells tone Levin 
McCain Wyden 

Mikulski 

NAYS-63 

Frist Lieberman 
Glenn Lott 
Gorton Lugar 
Graham Mack 
Gramm McConnell 
Grams Moynihan 
Grassley Murkowski 
Gregg Nickles 
Hagel Robb 
Hatch Roberts 
Helms Roth 
Hollings Santo rum 
Hutchinson Sessions 
Hutchison Shelby 
Inhofe Smith (NH) 
Jeffords Smith (OR) 
Kempthorne Stevens 
Kerrey Thomas 
Kohl Thompson 
Kyl Thurmond 
Landrieu Warner 

The PRESIDING OFFICER. Three
fifths of the Senators duly chosen and 
sworn not having voted in the affirma
tive, the motion is rejected. 

The point of order is sustained and 
the amendment falls. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote. 

Mr. LOTT. I move to lay that motion 
on the table. 

The motion to lay on the table was 
agreed to. 

UNANIMOUS-CONSENT AGREEMENT 
Mr. LOTT. Mr. President, we have 

again conferred with the Democratic 
leadership, and I believe we have this 
unanimous-consent agreement ap
proved. 

I ask unanimous consent that all re
maining amendments in order to S. 947 
must be offered prior to the close of 
business today and any votes ordered 
with respect to those amendments 
occur beginning at 9:30 a.m. on Wednes
day, in a stacked sequence, with 2 min
utes equally divided between each vote. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LOTT. I ask unanimous consent 
that when the Senate reads S. 947 for 
the third time, the Senate proceed to 
vote on passage of the balanced budget 
reconciliation bill, all without inter
vening action or debate, and when the 
Senate receives the House companion 
bill, the Senate proceed to its imme
diate consideration and all after the 
enacting clause be stricken and the 
text of S. 947, as amended, be inserted, 
the bill be immediately considered as 
having been read for a third time and 
passed and the motion to reconsider be 
laid upon the table, all without further 
action or debate. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LOTT. Mr. President, we can an
nounce that that would be the last re
corded vote tonight. We will begin our 
stacked votes in the morning at 9:30. 
We are ready to go with the remaining 
debate and amendments that will be of
fered. 

I yield the floor. 
Mr. GRAMM. I yield to the Senator 

from Illinois for a unanimous-consent 
request, without losing my right to the 
floor. 

Ms. MOSELEY-BRAUN. I thank my 
friend, the Senator from Texas. 

CHANGE OF VO'l'E 
Ms. MOSELEY-BRAUN. Mr. Presi

dent, on rollcall vote No. 111, I voted 
aye. It was my intention to vote no. 
Therefore, I ask unanimous consent 
that I be permitted to change that 
vote. It in no way changes the outcome 
of the vote. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMENT NO. 444 

(Purpose: To provide waiver authority for 
penalties relating to failure to satisfy min
imum participation rate) 
Mr. GRAMM. Mr. President, I send 

an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Texas [Mr. GRAMM] pro
poses an amendment numbered 444. 

Mr. GRAMM. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 947, between lines 2 and 3, insert 

the following: 
(n) FAILURE TO SATISFY MINIMUM PARTICI

PATION RATES.-Section 409(a)(3) (42 u.s.c. 
609(a)(3)) is amended-

(1) in subparagraph (A), by striking "not 
more than"; and 

(2) in subparagraph (C), by inserting before 
the period the following: " or if the non
compliance is due to extraordinary cir
cumstances such as a natural disaster or re
gional recession. The Secretary shall provide 
a written report to Congress to justify any 

waiver or penalty reduction due to such ex
traordinary circumstances" . 

Mr. GRAMM. Mr. President, the 
amendment that I sent to the desk is 
really a technical correction. When we 
were drafting the welfare bill in the 
Senate, we had a 5-percent penalty for 
failure to meet the work requirement. 
It went up from 5 percent the first year 
to 10 percent the second and 15 the 
third, up to 100 percent. In conference, 
we decided to reduce the penalty for 
noncompliance in consecutive years 
from an additional 5 percent to an ad
ditional 2 percent. So the penalty 
would be 7 percent in the second year 
and 9 percent in the third, with a cap of 
21 percent. Inadvertently- and every
one agrees it was a technical mistake
the staff added three words, "not more 
than," which gave the Secretary dis
cretion over the size of the penalties. 

Senator GRAHAM of Florida raised the 
question in committee as to whether or 
not we should give the Secretary the 
power to waive or reduce the size of the 
penalty where there was a natural dis
aster or where there was a regional 
economic crisis. 

So my amendment goes back and 
puts the actual language that we had 
agreed to in conference on the welfare 
bill. But it also addresses the concerns 
that Senator GRAHAM of Florida raised. 
It gives the Secretary the power to 
waive the penalties for not meeting the 
work requirement in two additional 
cases which were not included in the 
original bill. One is a natural disaster, 
and the other is in the case of where 
you have a regional economic problem. 

I think this deals with the concern 
that was raised. 

I ask my colleagues to support the 
amendment. 

I yield the floor. 
The PRESIDING OFFICER. The Sen

ator from New Mexico. 
Mr. DOMENIC!. Mr. President, I un

derstand that Senator GRAMM has com
pleted the introduction of his, and the 
vote will occur tomorrow with 1 
minute on each side. 

I think we agreed that Senator REED 
could go next. He has 10 minutes on a 
full substitute. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island. 

AMENDMENT NO. 445 

(Purpose: To provide for a complete 
substitute of division 1 of title V) 

Mr. REED. Thank you, Mr. Presi
dent. I have an amendment at the desk. 

The PRESIDING OFFICER. Will the 
Senator withhold for a moment? 

If there is no objection, the pending 
amendment will be set aside, and the 
Senator from Rhode Island is recog
nized. 

Mr. REED. I thank you, Mr. Presi
dent, 

Mr. President, my amendment this 
evening gives my colleagues of the 
Senate a clear choice to stabilize the 
solvency of the Medicare trust fund 
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without including some of the provi
sions which we already talked about 
this afternoon, and others which under
mine the concept of a universal Medi
care system. Medicare provides excel
lent health care for all of our seniors
it is a system that has operated for 30 
years, a system that works, a system 
that is supported by the vast majority 
of Americans. 

Specifically, what my amendment 
will do is provide for the revenue sav
ings and the cost savings that are in
corporated in the underlying bill, but 
remove from that bill those provisions 
that harm the structural integrity of 
the Medicare program. 

My amendment would retain the 
Medicare eligibility age of 65. It would 
strike the home health copay. It would 
add the current law that protects Medi
care recipients with respect to bal
anced-billing protection for those re
cipients and beneficiaries who may 
choose to opt for private fee-for-service 
Medicare health coverage. It would 
also eliminate the means-tested provi
sions for Medicare. And, finally, it 
would eliminate the medical savings 
account as a Medicare option. 

All of these provisions which I have 
mentioned are not necessary to pre
serve the solvency of the Medicare 
fund. We can achieve solvency by 
agreeing to the savings and reimburse
ment changes which are in the under
lying bill. And we can provide for a sol
vent Medicare system in the future 
without endangering the Medicare pro
gram itself. 

I would like to comment on the spe
cifics in my substitute. 

First, as I mentioned before, my 
amendment would strike the rollback 
of the Medicare eligibility age to 67. I 
realize that this has been debated 
today. But this is such a critical point 
that it bears restating. 

Reducing the Medicare eligibility age 
is exactly the wrong way to proceed 
with respect to health care reform- not 
just Medicare reform, but health care 
reform in this country. Our goal should 
be to encourage more participation in 
health care, to extend health care ben
efits to more Americans and not to re
duce health care coverage. 

Indeed, it is a cruel irony tonight 
that one of the beneficial aspects of the 
underlying legislation is the extension 
of health care to more children and, 
yet, we are contracting the health care 
coverage of seniors. 

I believe also that this provision will 
send shockwaves throughout our entire 
heal th care system as companies are 
forced to realize the additional liabil
ity under current accounting rules. 
Many employers provide health care to 
their employees until Medicare eligi
bility age. If that age is rolled back, 
employers incur more costs. If they 
incur more costs and have to show it 
on the balance sheet, they are going to 
have to make very difficult choices not 

only about the coverage for retirees, 
but also if they are going to continue 
to provide coverage for their current 
workers. 

This is something that should not be 
done lightly and, indeed, represents, a 
retreat from our commitment to pro
vide more and more Americans with 
access to good quality health care. 

Let me also suggest with respect to 
the home health copay that this is a 
provision which does not support those 
people who particularly need this type 
of support. Forty-three percent of the 
individuals who would have to pay this 
copay have incomes under $10,000 a 
year. Two-thirds of persons using these 
benefits are women, one-third of whom 
live alone. 

Just yesterday we heard from a 
woman-an 82-year-old woman-who 
desperately relies upon home health 
care services. She- and many others 
like her-would be in no condition to 
pay the increased costs. This provision 
should also be stricken. 

With respect to medical savings ac
counts, this is the provision which I 
think will go toward the unraveling of 
the Medicare system as we know it. 
Under the MSA concept, a senior would 
be required to use Medicare money to 
buy a catastrophic health policy, and 
any savings left over from Medicare's 
payment could be put in the medical 
savings account. 

This provision will attract wealthy 
seniors who, frankly, can pay for some 
of these costs. It would also attract 
those · people who are healthy. Essen
tially, they would be making a judg
ment whether they are healthy enough 
to run the risk of avoiding significant 
illness, and, if so, this is a good option. 
If they are not so healthy, then their 
best rational choice would be to go for 
fee-for-service, traditional Medicare. 
The consequence would be that we 
would see wealthy, healthy seniors 
leave the Medicare system and, with 
them, the proportion of money that is 
contributed in their behalf. The re
maining seniors would be sicker, older, 
and more likely to use services. This 
would put increased pressure on the 
Medicare program. 

Those who see this as a way of mak
ing the system more solvent and more 
secure are missing the point. MSAs 
would lead to a situation in which the 
system is harmed, more costs are piled 
upon Medicare, Medicare becomes more 
difficult to fund and, indeed, to sup
port. 

Also , my substitute would eliminate 
the means testing provision. Philo
sophically, I think Medicare works be
cause it is seen as a health care pro
gram and not a welfare program. To 
the extent that we make this part B 
premium differential between wealthy 
individuals and nonwealthy individ
uals, this program will take on quickly 
the shades of a welfare program. It will 
undercut the tremendous support in all 

ranges of American life for the Medi
care sys tern. 

This part B premium adjustment is 
done in the context of a voluntary sys
tem, a system in which seniors might 
perceive-particularly wealthy sen
iors-that it is no longer a good deal to 
be part of part B. These seniors could 
voluntarily leave or buy other types of 
insurance-in fact the industry, I 
think, right now is probably planning 
to sell. 

Once again, we will see the unravel
ing of the Medicare system as more 
people leave and as their contributions 
are taken with them from the Medicare 
system. 

All of these together will lead to a 
situation in which we hear the first 
crack in the system. And as time goes 
on, those cracks will widen to deep fis
sures, and the solid support that we 
have today will ultimately erode. 

A final point is with respect to a pro
vision in the underlying bill, the lack 
of balanced billing protections in the 
private fee-for-service option. Current 
Medicare law balance billing limits 
protect seniors now and would be un
dercut because of the options in the un
derlying bill that allow beneficiaries to 
choose medical policies in which physi
cians could charge beyond the Medi
care limits. This balanced billing pro
tection exists for fee-for-service, tradi
tional Medicare recipients. It should be 
in place for all beneficiaries of Medi
care regardless of the program they 
choose. My amendment would add bal
ance billing limits to the Medicare 
Choice provisions of the bill currently 
without them. 

In a sense, what this amendment 
does in the nature of a substitute is say 
that we can provide solvency for Medi
care. We can go ahead and provide the 
opportunities to make careful, com
prehensive review of the system. We 
can make changes. But we don't have 
to do it today. We don't have to have 
to do it hastily. We don't have to do it 
in an ad hoc fashion which misses the 
systematic impact of all of these 
changes we have talked about today. 
Rather, we can-as I think the agree
ment reached with respect to the budg
et agreement several months ago indi
cates- we can stabilize the system, re
duce the increasing costs associated 
with Medicare by roughly $115 billion 
and not defer, but study carefully and 
comprehensively and thoroughly the 
impact of some of these proposed 
changes. 

This amendment stabilizes the sys
tem. It eliminates precipitous changes 
in Medicare that will undermine the 
program- changes in this bill that may 
leave us in a situation where Medicare 
is no longer a universal program in 
which all of our seniors can partici
pate. Medicare should continue to be a 
program in which all of our seniors can 
and will participate, and a progTam in 
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which all of our seniors will be guaran
teed high quality health care that they 
can afford. 

Mr. LAUTENBERG. Mr. President, I 
want to commend the Senator from 
Rhode Island for bringing this up. He 
stood against overwhelming odds as he 
introduced this substitute, because it 
did go over some ground that we had 
already covered. But, to Senator 
REED'S credit, he is determined to 
make certain that the system is as fair 
and as effective as it can be. 

I compliment him for sticking to 
this. I know the prospects may be 
grim. But hope springs eternal. And 
that is the attitude that I think Sen
ator REED always has. I hope that the 
best will come as everybody reflects 
overnight on what is in his amend
ment. 

Mr. REED. I thank the Senator. 
Mr. DOMENIC!. Parliamentary in

quiry, Mr. President. Does Senator 
REED have any time remaining? 

The PRESIDING OFFICER. The Sen
ator from Rhode Island has 15 minutes 
remaining. 

Mr. DOMENIC!. I thought he agreed 
to 10 minutes. 

Mr. REED. Indeed, I did. 
Mr. DOMENIC!. The Senator agreed 

to 10 minutes, and we agreed to 10 min
utes in opposition, which we will not 
use. 

The PRESIDING OFFICER. That was 
not the understanding of the Parlia
mentarian. Let me check that. 

Mr. DOMENIC!. It was informal. I did 
not state it. 

The PRESIDING OFFICER. We don ' t 
have a consent agreement to that ef
fect. But if there was a formal agree
ment, the Parliamentarian and the 
Presiding Officer is certainly willing to 
accept it. 

Mr. REED. Mr. President, I did not 
hear the amount of time remaining 
based on 10 minutes. 

The PRESIDING OFFICER. The Sen
ator has spoken for 10 minutes. 

Mr. REED. I thank the President. 
The PRESIDING OFFICER. And he 

yields back. 
Mr. DOMENIC!. Mr. President , this is 

the amendment, 600 pages long. We do 
not know what is in it. We do not know 
if it meets the budget reconciliation 
instruction. We do not know what the 
Congressional Budget Office says it 
does to reduce deficits. It is obviously 
subject to a point of order, which I will 
make in a moment. 

But I just want to remind Senators 
so we will know tomorrow that this 
bill also forces us to vote again on at 
least three amendments that passed by 
rather large votes here today. · 

It retains the medical care eligibility 
at 65. We have already passed an 
amendment that over the next 30 years 
implements an age increase to 67. 

It strikes the home health copay, 
which passed by rather substantial 
margin. 

It eliminates the means testing of 
Medicare, which we just finished debat
ing about 35 to 40 minutes ago and 
which passed with a rather significant 
vote. 

It eliminates medical savings ac
counts as a Medicare option. Now, we 
have not voted on that yet. 

But those are some of the things that 
I know are in it. 

I yield back any remaining time that 
I have. 

I make a point of order that the 
amendment violates the Budget Act, 
310(b). 

Mr. REED addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Rhode Island. 
Mr. REED. Mr. President, pursuant 

to Section 904, I move to waive any 
point of order against my amendment, 
and I ask for the yeas and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mr. DOMENIC!. Mr. President, I 

think everything from this point on is 
rather informal, so maybe we can work 
together on it. If we go to our side, we 
will have Senator CHAFEE, and then we 
will return to Senator WELLSTONE, if 
that is satisfactory to him. He has been 
waiting a long, long time. How much 
time would you like, Senator CHAFEE? 

Mr. CHAFEE. Let me try 10 minutes. 
Mr. DOMENIC!. Ten minutes. OK. 

And, Senator WELLSTONE, you need 
how much? And I need some of your 
time. 

Mr. WELLSTONE. Ten minutes will 
be fine. 

Mr. DOMENIC!. And I can use part of 
that time. 

Mr. WELLSTONE. Ten minutes 
equally divided. 

Mr. CHAFEE. How much time does 
he have-equally divided? 

Mr. DOMENIC!. Yes. That's all right, 
you go now, and we will go next. 

Senator LAUTENBERG, can we go 
ahead and set up times so all Senators 
will know what to expect? 

Mr. LA UTENBERG. I think that is a 
good idea. 

Mr. DOMENIC!. Whatever I am stat
ing here, I am asking these will be the 
times. 

The PRESIDING OFFICER. Without 
objection, the Senator from Rhode Is
land will be recognized for 10 minutes, 
followed by the Senator from Min
nesota, to be recognized for 10 minutes, 
with 5 minutes of that time to be given 
to the Senator from New Mexico. 

Mr. DOMEINICI. Is there somebody 
who wants to oppose Senator CHAFEE's 
amendment? 

Mr. CHAFEE. No. 
Mr. LAUTENBERG. Senator CHAFEE 

shook his head no. 

Mr. HARKIN. Ten minutes each. 
Mr. D'AMATO. I will take 5 minutes 

and the Senator 10 minutes. 
Mr. HARKIN. Ten minutes. I need 

about 10 minutes. 
Mr. DOMENIC!. Ten minutes between 

you? 
Mr. HARKIN. I would like to have 10 

minutes. 
Mr. DOMENIC!. Senator D'AMATO. 
Mr. D'AMATO. Just 5. 
Mr. DOMENIC!. I don't know whether 

we are going to oppose it, .but I would . 
like to keep 5 minutes. I think I am op
posed to it. 

Senator HUTCHISON. 
Mrs. HUTCHISON. I would like 5 

minutes on an amendment. 
Mr. DOMENIC!. Might I suggest that 

Senator HUTCHISON'S amendment is 
going to be acceptable. Perhaps we can 
give you the 5 right now. We ask unani
mous consent she have 5 minutes, but 
we may just let her go out of order to 
get hers taken, if that would not be ob
jectionable. 

Mr. LAUTENBERG. Senator DURBIN 
wants 10 minutes. 

Mr. DOMENIC!. Ten minutes. 
Mr. DURBIN. I will try to make it 

short. 
Mr. DOMENIC!. Is that it? Senator 

BURNS. 
Mr. BURNS. Mr. President, I have an 

amendment to offer, but I am not going 
to require any time. I can do mine in 
the morning, and after you look at it, 
it may be acceptable. 

Mr. DOMENIC!. You do it in the 
morning, but we will offer it for you. 

Mr. BURNS. I want to do it tonight. 
Mr. DOMENIC!. We will offer it for 

you, and you will be able to debate it 
in the morning. 

Mr. BURNS. That is exactly right. 
Mr. DOMENIC!. Any other Senators 

want any other time? 
The PRESIDING OFFICER. If there 

is no objection, we will add to the pre
vious request 15 minutes for the 
amendment of the Senator from Iowa, 
to be divided 10 minutes to the Senator 
from Iowa and 5 minutes to the Sen
ator from New York; 5 minutes to the 
Senator from Texas for her amend
ment; and 10 minutes to the Senator 
from Illinois on his amendment. 

Is there objection? Without objec
tion, it is so ordered. 

Mr. DOMENIC!. Now, Mr. President, 
I wonder if Senator CHAFEE would be so 
good as to let Senator HUTCHISON, 
whose amendment is going to be ac
cepted-is your amendment acceptable 
also? 

Mr. CHAFEE. I would be delighted if 
my amendment would be acceptable. 

Mr. DOMENIC!. OK. We are going to 
let you go right now, and to the extent 
that violates the agreement, we ask 
unanimous consent. 

The PRESIDING OFFICER. Without 
objection, the Senator from Texas is 
recognized. Mr. DOMENIC!. Senator D'AMATO? 

Mr. D'AMATO. Ten minutes. 
Mr. DOMENIC!. Between the two 

Mrs. HUTCHISON. I thank the Chair, 
of and I thank the distinguished chair-

you. man. 
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AMENDMENT NO . 446 

(Purpose: To require States to verify that 
prisoners are not receiving food stamp ben
efits) 
Mrs. HUTCHISON. Mr. President, I 

send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The bill clerk read as follows: 
The Senator from Texas [Mrs. HUTCHISON], 

for herself and Mr. SANTORUM, proposes an 
amendment numbered 446. 

Mrs. HUTCHISON. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the end of title I, add the following: 

SEC. 10 . DENIAL OF FOOD STAMPS FOR PRIS· 
- ONERS. 

(a) STATE PLANS.-
(1) IN GE.NERAL.-Section ll(e) of the Food 

Stamp Act of 1977 (7 U.S.C. 2020(e)) is amend
ed by striking paragraph (20) and inserting 
the following: 

"(20) that the State agency shall establish 
a system and take action on a periodic 
basis-

"(A) to verify and otherwise ensure that an 
individual does not receive coupons in more 
than 1 jurisdiction within the State; and 

"(B) to verify and otherwise ensure that an 
individual who is placed under detention in a 
Federal, State, or local penal, correctional, 
or other detention facility for more than 30 
days shall not be eligible to participate in 
the food stamp program as a member of any . 
household, except that-

"(i) the Secretary may determine that ex
traordinary circumstances make it impracti
cable for the State agency to obtain informa
tion necessary to discontinue inclusion of 
the individual; and 

"(ii) a State agency that obtains informa
tion collected under section 1611(e)(l)(l)(i)(I) 
of the Social Security Act (42 U.S.C. 
1382(e)(l)(l)(i)(I)) through an agreement 
under section 1611(e)(l)(I)(ii)(II) of that Act 
(42 U.S.C. 1382(e)(l)(l)(ii)(II)), or under an
other program determined by the Secretary 
to be comparable to the program carried out 
under that section, shall be considered in 
compliance with this subparagraph.". 

(2) LIMITS ON DISCLOSURE AND USE OF INFOR
MATION .- Section ll(e)(8)(E) of the Food 
Stamp Act of 1977 (7 U.S.C. 2020(e)(8)(E)) is 
amended by striking "paragraph (16)" and 
inserting " paragraph (16) or (20)(B)". 

(3) EFFECTIVE DATE.-
(A) IN GENERAL.-Except as provided in 

subparagraph (B), the amendments made by 
this subsection shall take effect on the date 
that is 1 year after the date of enactment of 
this Act. 

(B) EXTENSION.-The Secretary of Agri
culture may grant a State an extension of 
time to comply with the amendments made 
by this subsection, not to exceed beyond the 
date that is 2 years after the date of enact
ment of this Act, if the chief executive offi
cer of the State submits a request for the ex
tension to the Secretary-

(1) stating the reasons why the State is not 
able to comply with the amendments made 
by this subsection by the date that is 1 year 
after the date of enactment of this Act; 

(ii) providing evidence that the State is 
making a good faith effort to comply with 
the amendments made by this subsection as 
soon as practicable; and 

(iii) detailing a plan to bring the State into 
compliance with the amendments made by 
this subsection as soon as practicable and 
not later than the date of the requested ex
tension. 

(b) INFORMATION SHARING.-Section 11 of 
the Food Stamp Act of 1977 (7 U.S.C. 2020) is 
amended by adding at the end the following: 

"(q) DENIAL OF FOOD STAMPS FOR PRIS
ONERS.- The Secretary shall assist States, to 
the maximum extent practicable, in imple
menting a system to conduct computer 
matches or other systems to prevent pris
oners described in section ll(e)(20)(B) from 
receiving food stamp benefits.". 
SEC. 10 . NUTRITION EDUCATION. 

Section ll(f) of the Food Stamp Act of 1977 
(7 U.S.C. 2020(f)) is amended-

(1) by striking "(f) To encourage" and in-
serting the following: 

"(f) NUTRITION EDUCATION.-
"(l) IN GENERAL.-To encourage"; and 
(2) by adding at the end the following: 
"(2) GRANTS.-
"(A) IN GENERAL.- The Secretary shall 

make available not more than $600,000 for 
each of fiscal years 1998 through 2001 to pay 
the Federal share of grants made to eligible 
private nonprofit organizations and State 
agencies to carry out subparagraph (B). 

"(B) ELIGIBILITY.-A private nonprofit or
ganization or State agency shall be eligible 
to receive a grant under subparagraph (A) if 
the organization or agency agrees-

"(i) to use the funds to direct a collabo
rative effort to coordinate and integrate nu
trition education into health, nutrition, so
cial service, and food distribution programs 
for food stamp participants and other low-in
come households; and 

"(ii) to design the collaborative effort to 
reach large numbers of food stamp partici
pants and other low-income households 
through a network of org·anizations, includ
ing schools, child care centers, farmers' mar
kets, h ealth clinics, and outpatient edu
cation services. 

"(C) PREFERENCE.-ln deciding between 2 
or more private nonprofit organizations or 
State agencies that are eligible to receive a 
grant under subparagraph (B), the Secretary 
shall give a preference to an organization or 
agency that conducted a collaborative effort 
described in subparagraph (B) and received 
funding for the collaborative effort from the 
Secretary before the date of enactment of 
this paragraph. 

"(D) F EDERAL SHARE.-
"(i) IN GENERAL.-Subject to subparagraph 

(E), the Federal share of a grant under this 
paragra ph ~hall be 50 percent. 

" (ii) No IN-KIND CONTRIBUTIONS.-The non
Federal share of a grant under this para
graph shall be in cash. 

"(iii) PRIVATE FUNDS.-The non-Federal 
share of a grant under this paragraph may 
include amounts from private nongovern
mental sources. 

"(E) LIMIT ON INDIVIDUAL GRANT.-A grant 
under subparagraph (A) may not exceed 
$200,000 for a fiscal year.". 

The PRESIDING OFFICER. The Sen
ator from Texas. 

Mrs. HUTCHISON. Mr. President, I 
understand this has been cleared by 
both sides. This is an amendment that 
I offer. It is an amendment that passed 
on a r ecord vote of 409 to zero in the 
House. It basically closes a loophole in 
the Food Stamp Program. 

The GAO did a study and determined 
that the Federal Government is losing 
nearly $4 million a year to provide food 

stamps for prisoners who obviously do 
not need food stamps. Prisoners do not 
qualify for food stamps because, of 
course, they are being fed in prison. 
But nevertheless, there is food stamp 
abuse going on where someone in a 
household claims a prisoner to add to 
the food stamp benefits. 

Mr. President, I am very pleased that 
this amendment is going to be accepted 

· because I think it is very important 
that the States do a basic check of 
their prison rolls with their food stamp 
rolls to make sure that the food stamps 
are being used for the purpose for 
which they were intended. 

Food stamps are an entitlement, as 
they should be. They are given to any
one who is in need. But I think it is not 
fair to double dip, and we can save $4 
million. In fact, that $4 million will go 
into some of the other very important 
programs that will be covered by this 
reconciliation bill. 

So I am very pleased that we are 
closing this loophole, and I am very 
pleased that we are also adding another 
part that provides nutrition education 
for the low-income households through 
a network of social service organiza
tions. This is something that Senator 
RICK SANTORUM has been a leader in 
doing, and he is a cosponsor of this 
amendment. I think we can do a lot of 
good. 

So I thank the managers of the bill 
for accepting this amendment . I urge 
adoption of the amendment a tl d ask 
that we have a voice vote. 

The PRESIDING OFFICER. fa there 
further debate? 

Mr. HARKIN addressed the Ch, ir. 
The PRESIDING OFFICER. The Sen

ator from Iowa. 
Mr. HARKIN. I just wonder if T could 

ask-I was just informed of this , mend
ment as ranking member on authoriza
tion. I just want to make sure I under
stand it fully. I would ask the Senator 
from Texas to yield for a question. 

Mrs. HUTCHISON. Yes, I would be 
happy to yield for a question. 

Mr. HARKIN. As I understand, what 
the Senator is saying is that right now 
under the food stamp rolls, if there is a 
person in the household who is incar
cerated, that you just want to ensure 
that the changes are made to reflect 
that there is one less person in that 
household for purposes of food stamp 
eligibility and food stamp allotment? 

Mrs. HUTCHISON. I think what the 
Senator is asking· is, is this going to af
fect the rest of the family? The answer 
is no. It is just that the prisoner would 
be taken out of the equation. 

Mr. HARKIN. That is a good amend
ment. 

Mr. DOMENIC!. That had been ac
cepted. We had failed to tell you we 
had already agreed. 

Mr. HARKIN. I appreciate that. It is 
a g·ood amendment. 

Mrs. HUTCHISON. I thank the Sen
ator from Iowa for accepting the 
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amendment. I ask unanimous consent 
that it be adopted. 

The PRESIDING 0.FFICER. Without 
objection, the amendment is agreed to. 

The amendment (No. 446) was agreed 
to. 

Mrs. HUTCHISON. Mr. President, I 
will send another amendment to the 
desk and ask for its immediate consid
eration. Then I want it to be set aside 
for future consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

Mr. DOMENIC!. Is this being sub
mitted pursuant to the unanimous con
sent that it would be taken care of to
morrow? 

Mrs. HUTCHISON. This is an amend
ment that we are placing-it is on the 
" DSH" issue, and we are going to do a 
place-holder amendment, but it was 
suggested I go ahead and put it in. 

Mr. DOMENIC!. It was on the list. 
Could you send it to the desk? 

Mrs. HUTCHISON. I just want to for
mally submit the amendment. 

AMENDMENT NO. 447 
(Purpose: To modify the reductions for 

disproportionate share hospital payments) 
Mrs. HUTCHISON. Mr. President, I 

send an amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The bill clerk read as follows: 
The Senator from Texas [Mrs. HUTCHISON] 

proposes an amendment numbered 447. 

Mrs. HUTCHISON. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Beginning on page 770, strike line 18 and 

all that follows through page 774, line 15, and 
insert the following: 

"(2) DETERMINATION OF STATE DSH ALLOT
MENTS FOR FISCAL YEARS 1998 THROUGH 2002.

"(A) NON HIGH DSH STATES.-
"(i) IN GENERAL.-Except as provided in 

subparagraph (B) and paragraph (4), the DSH 
allotment for a State for each of fiscal years 
1999 through 2002 is equal to the applicable 
percentage of the State 1995 DSH spending 
amount. 

"(ii) APPLICABLE PERCENTAGE.-For pur
poses of clause (i), the applicable percentage 
with respect to a State described in that 
clause is-

"(A) for fiscal year 1998, 98 p~rcent; 
"(A) for fiscal year 1999, 95 percent; 
"(B) for fiscal year 2000, 93 percent; 
"(C) for fiscal year 2001, 90 percent; and 
"(D) for fiscal year 2002, 85 percent. 
"(B) HIGH DSH STATES.-
"(i) IN GENERAL.-In the case of any State 

that is a high DSH State, the DSH allotment 
for that State for each of fiscal years 1999 
through 2002 is equal to the applicable reduc
tion percentage of the high DSH State modi
fied 1995 spending amount for that fiscal 
year. 

"(ii) HIGH DSH STATE MODIFIED 1995 SPENDING 
AMOUNT.-

"(!) IN GENERAL.-For purposes of clause 
(i), the high DSH State modified 1995 spend
ing amount means, with respect to a State 
and a fiscal year, the sum of-

"(aa) the Federal share of payment adjust
ments made to hospitals in the State under 
subsection (c) that are attributable to the 
1995 DSH allotment for inpatient hospital 
services provided (based on reporting data 
specified by the State on HCF A Form 64 as 
inpatient DSH); and 

"(bb) the applicable mental health percent
age for such fiscal year of the Federal share 
of payment adjustments made to hospitals in 
the State under subsection (c) that are at
tributable to the 1995 DSH allotment for 
services provided by institutions for mental 
diseases and other mental health facilities 
(based on reporting data specified by the 
State on HCF A Form 64 as mental health 
DSH). 

"(II) APPLICABLE MENTAL HEALTH PERCENT
AGE.-For purposes of subclause (I)(bb), the 
applicable mental health percentage for such 
fiscal year is-

" (aa) for fiscal year 1999, 50 percent; 
"(bb) for fiscal year 2000, 20 percent; and 
"(cc) for fiscal years 2001 and 2002, 0 per-

cent. 
"(iii) APPLICABLE REDUCTION PERCENT

AGE.-For purposes of clause (i), the applica
ble reduction percentage described in that 
clause is-

"(A) for fiscal year 1998, 98 percent; 
"(A) for fiscal year 1999, 93 percent; 
"(A) for fiscal year 2000, 90 percent; 
"(A) for fiscal year 2001, 85 percent; and 
"(B) for fiscal year 2002, 80 percent. 

Mrs. HUTCHISON. Mr. President, I 
ask unanimous consent the amendment 
be set aside. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mrs. HUTCHISON. I thank the Chair. 
The PRESIDING OFFICER. Under 

the previous order, the Senator from 
Rhode Island is recognized. 

AMENDMENT NO. 448 
(Purpose: To clarify the standard benefits 

package and the cost-sharing requirements 
for the children's health initiative) 
Mr. CHAFEE. Mr. President, on be

half of Senator ROCKEFELLER, Senator 
JEFFORDS, and myself, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The bill clerk read as follows: 
The Senator from Rhode Island [Mr. 

CHAFEE], for himself, Mr. ROCKEFELLER and 
Mr. JEFFORDS, proposes an amendment num
bered 448. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print
ed in today's RECORD under ''Amend
ments Submitted.") 

Mr. CHAFEE. Mr. President, I am of
fering an amendment with Senator 
ROCKEFELLER and Senator JEFFORDS to 
ensure that the children's health insur
ance block grant, which is what we 
provided for from the Finance Com
mittee, provides adequate health cov
erage for children and that it is afford
able for most low-income families. 

Let me say I am very pleased in this 
package we have $24 billion, $24 billion 
set aside to provide heal th insurance 

coverage for some of the 10 million 
children in our Nation who are cur
rently uninsured. I thank the chairman 
of the committee for helping us in 
many respects in connection with how 
this health care money is dispensed. 

There are two areas which remain of 
concern to me, namely what benefits 
are we going to provide to these chil
dren and how much are we going to re
quire their parents to pay toward 
health insurance; in other words, 
deductibles and copayments. Under the 
Finance Committee bill, it provides 
that the benefits should be actuarially 
equivalent to the benefits provided 
under the Federal Employees Heal th 
Benefits Plan. This, of course, is not a 
single plan. It is a menu of plans that 
Federal employees may choose from. 
These plans are designed to meet the 
needs of adult Federal workers and re
tirees, not children. Stating that the 
benefits must be actuarial equivalent, 
which means the same dollar value, 
does not spell out what benefits the 
children will get. Children could be de
nied critical benefits, such as vision 
and hearing care. 

Some may say the States will offer 
the benefits that children need, but 
that is not what the record shows. A 
survey by the National Governors' As
sociation of the 28 non-Medicaid- in 
other words programs that are not pur
suant to Medicaid-State health pro
grams for children found that they did 
not cover vision care in 16 of these 
plans; 16 out of 28 did not cover glasses 
for these poor children, and 10 didn't 
cover hearing defects. 

The amendment I am offering today 
would require that the benefits be at 
least the same as those under the 
standard Blue Cross/Blue Shield benefit 
package, including hearing and vision 
services. 

We are talking about very low-in
come children here. These are children 
who live in families of three where the 
gross income is under $18,000. We are 
talking about children at 133 percent of 
the Federal poverty level. They do not 
have extra money to provide for eye
glasses or hearing aids. What we do is 
provide that the package be the same 
as the Blue Cross/Blue Shield package 
as far as benefits go. This is a standard 
package and it includes eyeglasses and 
hearing aids. 

In addition, we provide deductibles 
and copayments be eliminated for 
those who are-not eliminated, but be 
nominal for those from these very low
income families. So, that is the essence 
of it. It is a very good amendment. I 
wish it would be accepted. And I yield 
now-how much time do I have left? 

The PRESIDING OFFICER. The Sen
ator has 6 minutes and 40 seconds re
maining. 

Mr. CHAFEE. I yield 4 minutes to my 
colleague from West Virginia. 

Mr. ROCKEFELLER. Mr. President, I 
thank my distinguished colleague from 
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the State of Rhode Island. My com
ments on the amendment, this Sen
ator's comments, would echo those of 
the Senator from Rhode Island. 

In the present bill before us, there is 
a requirement that benefits provided be 
actuarially equivalent to the benefits 
provided under the Federal Employees 
Heal th Benefits Program or FEHBP, it 
sounds good. But, in fact, since there 
are so many plans out there, you do 
not know what kind of benefits that is 
going to get you. Actuarial equivalence 
simply guarantees a dollar amount 
that the insurance for each child has to 
add up to. It does not specify an actual 
level or set of benefits, which is the 
true meaning of decent and necessary 
health insurance. In fact, the child 
could very well not get inpatient serv
ices or not get outpatient services or 
not receive prescription drugs. Our 
amendment ties benefits that would 
need to be provided to a child to a spe
cific health plan that is available 
under FEHBP. Sixty percent of Federal 
workers select the BC/BS standard PPO 
option. Our amendment says that bene
fits provided to children must be at 
least up to that level , plus vision and 
hearing. We want our children to get 
hospital care, we want them to get pri
mary care, we want them to get pre
ventive care. Basic protections that a 
majority of Federal workers choose for 
their own families. 

The cost sharing requirements in our 
amendment would also set a standard 
that would allow nominal cost sharing 
for families with incomes under 133 
percent of poverty. For children in 
families with incomes above 133 per
cent of poverty, the Secretary must 
certify that the cost sharing require
ments are reasonable. 

Mr. President, GAO did a study that 
found that several States fell short in 
terms of providing adequate benefits. 
Alabama only provides outpatient care. 
Pennsylvania, which has been a na
tional model, provided only limited in
patient care. According to a NGA sur
vey of 30 statewide voluntary pro
grams, only 8 States provide dental 
care, only 11 States provide hospital 
care, only 14 provide vision care, and 
less than half cover physical therapy 
services. 

With the fresh infusion of Federal 
dollars that the Senate Finance Com
mittee is choosing to commit and 
spend on heal th insurance for children, 
there needs to be an assurance that the 
benefits provided are adequate and 
geared to meet the heal th needs of 
children. Under the proposal before us, 
the Federal Government will be pick
ing up more than half of the costs of 
children's health insurance. 

A GAO report found that Alabama 
and Pennsylvania and Florida and Min
nesota still have a long way to go in 
addressing the needs of uninsured chil
dren in their States. For example, in 
the case of Alabama they have covered 

less than 6,000 kids and they have 
182,000 uninsured, in New York they 
have covered 104,000 but there is almost 
600,000 they have not covered. Yes, they 
are trying, but they need the resources 
we bring to them. The amendment I am 
offering with Senator CHAFEE will en
sure that children get the benefits they 
need to grow up heal thy. 

The PRESIDING OFFICER. The Sen
ator from Rhode Island. 

Mr. CHAFEE. Mr. President, there 
are some saying, " Oh, you are giving 
them a Cadillac package." It is just not 
so. I ask unanimous consent to have 
printed in the RECORD a comparison be
tween what Medicaid provides, which 
some could say is a Cadillac package, 
and what we have in here, which we 
provide , which is just what the Blue 
Cross provides. You can see as you look 
down the list that Blue Cross does not 
cover shoes and corrective devices, 
transportation to medical services, 
family counseling, hearing care or vi
sion care. So we go with the Blue Cross 
package with the exception of adding 
vision care and hearing assistance. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 

COMPARISON OF BENEFITS OFFERED UNDER MEDICAID 
AND BLUE CROSS 

Benefit Blue Cross 

Inpatient hospital care .............................. Yes .............. . 
Surgical benefi ts ....................................... Yes ......... .. .. . . 
Mental health ...... .. ... .. .. .... .. .... ......... .... .. .... Limited ....... . 
Substance abuse ..... .. ................................ Limited ...... .. . 
Home care ................ ...... .... ............. .. .. ....... No .... . 
Speech therapy ....... .. . ............................. Limited .... .... . 
Transplants ................................................ Limited ........ . 
Shoes and corrective devices .............. .. .. .. No 
Transportation to medical services No ....... .. .. ... . .. 
Family counsel ing ...................................... No ............ .. .. 
Nursing home care ..... .................... ........... No ............. . 
Non-prescription drugs ....................... No ............... . 
Inpatient private nursing duty ........... No ..... .. ...... .. . 
Dental ..... ......... ...... . ............... ............... Limited ........ . 
Hearing care ...... .. .............. .............. .. ...... .. No ............... . 
Vision care/eyeglasses .......... ..................... No ................ . 
Well-baby care ............ .................... ......... Yes .............. . 

Medicaid 

Yes. 
Yes. 
Unlimited. 
Unlimited. 
Yes. 
Unlimited. 
Unlimited. 
Yes. 
Yes. 
Yes. 
Yes. 
Yes. 
Yes 
Unlimited. 
Yes. 
Yes. 
No. 

ultimately accepted apparently be
cause some of my colleagues on the 
other side of the aisle did not want to 
have hearing and vision services in
cluded in the benefits package. I deeply 
regret that. This really is a good 
amendment, does deserve support, and 
reflects thinking on both sides. 

Mr. DOMENIC!. That's not true. 
Mr. CHAFEE. Mr. President, I cannot 

vouch for what my distinguished col
league from West Virginia was saying 
in that last statement, about who was 
willing to accept it. I am not sure of all 
that. 

All I know is I worked with the dis
tinguished chairman of the committee 
and his staff. We were making some 
progress but I can't account for what 
resulted in it not being finally accept
ed. That is beyond my knowledge. 

The PRESIDING OFFICER. The Sen
ator from Delaware. 

Mr. ROTH. I would say we did seek to 
work with the distinguished Senator 
from Rhode Island. No agreement was 
reached. Undoubtedly there is opposi
tion to this proposal so we will have to 
deal with that in the morning. 

Mr. CHAFEE. I appreciate that. 
Again, I join with the comments the 
distinguished Senator from West Vir
ginia said about the chairman of the 
committee. He worked hard with us on 
how this originally started, and we are 
grateful to him coming as far as he did. 
We would be even more grateful if he 
came a little further. 

I thank the Chair. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. LAUTENBERG. Mr. President, 

we have taken a quick look. I would 
say from our standpoint we think this 
is a ·pretty good amendment. I say to 
the Senator from Rhode Island and the 
Senator from West Virginia, we think 
it is a pretty good amendment. Appar
ently there is some question yet to be 

Mr. CHAFEE. We are talking about resolved. 
children at 133 percent of poverty or Mr. DOMENIC!. Mr. President, that 
less. so I do not think this is going means this amendment goes on the list 
overboard. I very much hope this could for tomorrow with 1 minute on a side, 
be accepted. is that correct? 

Mr. President, it is a good amend- The PRESIDING OFFICER. That is 
correct. 

ment and all it does is provide that we Mr. DOMENIC!. If it is subject to a 
know what the benefits are going to be 
for these children and we include with point of order, that point of order is re-

served for tomorrow? 
the standard package known through- The PRESIDING OFFICER. The Sen-
out the country through the FHEPA ator is correct. 
that we provide for the vision care and Mr. CHAFEE. Mr. President, the Sen-
hearing assistance. ator from New York, Senator D'AMATO, 

Mr. President, I am delighted to sup- asked to be added as a cosponsor. 
port this package and would be de- The PRESIDING OFFICER. Without 
lighted to have any other assistance, objection, it is so ordered. 
cosponsors. The Senator from Minnesota. 

Mr. ROCKEFELLER. Will the Sen- Mr. WELLSTONE. Mr. President, are 
ator yield? we ready for another amendment? 

Mr. CHAFEE. Yes. AMENDMENT NO. 449 

Mr. ROCKEFELLER. Could I just · (Purpose: To provide for full mental health 
point out one thing? I want to com- parity with respect to health plans pur-
pliment the chairman of the Senate Fi- chased through the use of amounts pro-
nance Committee and his staff because vided under a block grant to States) 
they were, in fact, as I understand it Mr. WELLSTONE. Mr. President, I 
seriously considering accepting a send an amendment to the desk and 
version of our amendment. It was not ask for its immediate consideration. 
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The PRESIDING OFFICER. The 

clerk will report. 
The bill clerk read as follows: 
The Senator from Minnesota [Mr. 

WELLSTONE], for himself and Mr. DOMENIC!, 
Mr. REID, and Mr. CONRAD, proposes amend
ment numbered 449. 

Mr. WELLSTONE. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 862, between lines 14 and 15, insert 

the following: 
"SEC. 2107A-MENTAL HEALTH PARITY. 

"(a) PROHIBITION.- in the case of a health 
plan that enrolls children through the use of 
assistance provided under a grant program 
conducted under this title, such plan, if the 
plan provides both medical and surgical ben
efits and mental health benefits, shall not 
impose treatment limitations or financial 
requirements on the coverage of mental 
health benefits if similar limitations or re
quirements are not imposed on medial and 
surgical benefits. 

"(b) RULE OF CONSTRUCTION.- Nothing in 
this section shall be construed-

"(1) as prohibiting a health plan from re
quiring preadmission screening prior to the 
authorization of services covered under the 
plan or from applying other limitations that 
restrict coverage for mental health services 
to those services that are medically nec
essary; and 

"(2) as requiring a health plan to provide 
any mental health benefits. 

"(c) SEPARATE APPLICATION TO EACH OP
TION OFFERED.-ln the case of a health plan 
that offers a child described in subsection 
(a)(2) or more benefit package options under 
the plan, the requirements of this section 
shall be applied separately with respect to 
each such option. 

"(d) DEFINITIONS.- ln this section: 
"(l) MEDICAL OR SURGICAL BENEFITS.- The 

term 'medical or surgical benefits ' means 
benefits with respect to medical or surgical 
services, ad defined under the terms of the 
plan, but does not include mental health 
benefits. 

"(2) MENTAL HEALTH BENEFITS.- The term 
'mental health benefits' meant benefits with 
respect to mental services, as defined under 
the terms of the plan, but does not include 
benefits with respect to the treatment of 
substance abuse and chemical dependency. 

Mr. WELLSTONE. Mr. President, 
this past fall for me as a Senator, one 
of the proudest moments was when the 
Senate passed the Domenici-and I was 
pleased to join him- Wellstone Mental 
Health Parity Act. This became part of 
the VA-HUD appropriations bill and be
came, really, eventually the law of the 
land. This was a first and important 
step in ending the discrimination when 
it comes to health care coverage for 
people struggling with mental illness, 
to say we take another step toward 
punching through some of the preju
dice and some of the ignorance about 
mental illness. 

Mr. President, I thank, and I say to 
my colleague from New Mexico this is 
really what it is all about-we have in 
the gallery, family gallery, people rep
resenting· the National Alliance for the 

Mentally Ill , the American Psychiatric 
Association, and the National Mental 
Health Association. They have been 
here all day. This has been several days 
we worked on this. I believe, thanks to 
the strong support of Senator DOMEN
IC!, that we have now an amendment 
that will be approved. I thank him for 
his fine work. 

I thank the people who have been 
here today, thank you for your help, 
and I would like to thank also Mar
garet Halperin who works with me in 
the mental heal th area. 

This amendment just says that now 
what we have done is we have focused 
on children's health care, we have some 
$16 billion of additional money. I thank 
the distinguished Senator from Dela
ware for all of his fine work on this. 
What this amendment says is- it does 
not mandate anything. What it says is 
when it comes to providing heal th care 
coverage, now that it goes to States, as 
there is additional funding to provide 
heal th care coverage for children if 
there is going to be mental health cov
erage in any package that we do not 
have any discriminatory treatment to
ward those children that are struggling 
with mental illness. 

This is terribly important. What we 
are doing again is we are just kind of 
breaking through more prejudice. It is 
another step toward ending discrimina
tion and it is so important, I say to 
colleagues. This is passed now at night. 
Tomorrow I hope we will focus on it, if 
not on the floor of the Senate I know 
there will be many people in the coun
try who will want to focus on it, groups 
and organizations here that will want 
to focus on this. 

What this means for families and for 
children, I cannot even begin to ex
plain. But let me simply say all too 
often it has been devastating. There 
has been no coverage. All too often it is 
children who could .be doing well in 
school but are not able to, it is chil
dren who could live full lives but are 
riot able to. What we do with this 
amendment is we take another step to
ward breaking through the prejudice, 
toward breaking through the discrimi
nation and, we say, now that we have 
funds going to States and now we are 
going to be focusing on the heal th care 
of children, please, colleagues, please 
remember that when we talk about the 
heal th of children we are also talking 
about the mental health of children. 

That is what this amendment says. 
That is what this amendment is all 
about. I am so pleased that this amend
ment is going to be accepted. We will 
work very hard to keep this in con
ference committee and this , again, is 
an amendment with, I think, strong bi
partisan support. And more than any
body here in the Senate I thank Sen
ator DOMENIC! for all of his help. 

I yield the floor to my colleague from 
New Mexico. 

The PRESIDING OFFICER. The Sen
ator from New Mexico. 

Mr. DOMENIC!. Mr. President, I ob
viously would be remiss if I did not 
thank Senator WELLSTONE for his dili
gence in this regard. I think the time is 
now upon us, with the overwhelming 
passage of an amendment last year 
which I sponsored along with my friend 
Senator WELLSTONE, which essentially 
said for the private sector, if you are 
going to cover people that have mental 
illness, you have to create some parity 
for the mentally ill; that is , you cannot 
say they have less coverage per year or 
less coverage for the life of the policy. 
That set a very big wave of movement 
in the country to try to establish non
discrimination in these kinds of ef
forts. I think business is beginning to 
work its way through it. 

Today, we off er an amendment very 
similar. It says the coverage that is 
going to be afforded to children under 
this bill, if mental illness is covered, it 
shall be covered with the same kind of 
coverage that you provide for the phys
ical illnesses. 

There is a escape clause of a sort that 
has to do with making sure we are not 
impeding the formation of HMOs and 
managed care. 

Nonetheless, I believe the time is 
right to try this one on in the country. 
We are moving step by step, leading to 
a point where mental and physical ail
ments will be treated the same in 
terms of coverage. We need not make 
long speeches tonight. We made those 
to the Senate heretofore and we re
ceived very warm response. 

On this one we do not have that 
much time. I yield whatever remaining 
time I have. I understand the chairman 
and ranking member of Finance have 
no objection to the amendment. 

THE PRESIDING OFFICER. If there 
be no further debate, the question is on 
agreeing to the amendment. 

The amendment (No. 449) was agreed 
to. 

Mr. DOMENIC!. Mr. President, I 
move to reconsider the vote. 

Mr. LAUTENBERG. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

The PRESIDING OFFICER. Under 
the previous order, the Senator from Il
linois is recognized for up to 10 min
utes. 

Mr. DURBIN. Mr. President, I have· 
an amendment--

PRIVILEGE OF THE FLOOR 

Mr. ROTH. Mr. President, I ask the 
distinguished Senator to withhold. Mr. 
President, I ask unanimous consent 
that Rick Werner, a detailee to the Fi
nance Committee from the Department 
of Health and Human Services be 
granted the privilege of the floor for 
the duration of the debate on S. 947, 
the Balanced Budget Act of 1997. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
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AMENDMENT NO. 450 

(Purpose: To provide food stamp benefits to 
child immigrants) 

Mr. DURBIN. Mr. President, I send 
an amendment to the desk and ask for 
its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The bill clerk read as follows: 
The Senator from Illinois [Mr. DURBIN] for 

himself, Mr. WELLSTONE, and Mrs. BOXER 
proposes an amendment numbered 450. 

Mr. DURBIN. Mr. President, I ask 
unanimou.s consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the end of title I, add the following: 

SEC. 10 . FOOD STAMP BENEFITS FOR CHILD IM
MIGRANTS. 

(a) IN GENERAL.-Section 402(a)(2) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)) is amended by adding at the end 
the following: 

"(E) CHILD IMMIGRANTS.-ln the case of the 
program specified in paragraph (3)(B), para
graph (1) shall not apply to a qualified alien 
who is under 18 years of age. " . 

(b) ALLOCATION OF ADMINISTRATIVE 
CosTs.- Section 408(a) of the Social Security 
Act (42 U.S.C. 608(a)) is amended by adding at 
the end the following: 

"(12) DESIGNATION OF GRANTS UNDER THIS 
PART AS PRIMARY PROGRAM IN ALLOCA'l'ING AD
MINISTRATIVE COSTS.-

"(A) IN GENERAL.-Notwithstanding any 
other provision of law, a State shall des
ignate the program funded under this part as 
the primary program for the purpose of allo
cating costs incurred in serving families eli
gible or applying for benefits under the State 
program funded under this part and any 
other Federal means-tested benefits. 

"(B) ALLOCATION OF COSTS.-
"(i) IN GENERAL.-The Secretary shall re

quire that costs described in subparagraph 
(A) be allocated in the same manner as the 
costs were allocated by State agencies that 
designated part A of title IV as the primary 
program for the purpose of allocating admin
istrative costs before August 22, 1996. 

"(ii) FLEXIBLE ALLOCATION.-The Secretary 
may allocate costs und.er clause (i) dif
ferently, if a State can show good cause for 
or evidence of increased costs, to the extent 
that the administrative costs allocated to 
the primary program are not reduced by 
more than 33 percent. 

"(13) FAILURE TO ALLOCATE ADMINISTRATIVE 
COSTS TO GRANTS PROVIDED UNDER THIS 
PART.-If the Secretary determines that, 
with respect to a preceding fiscal year, a 
State has not allocated administrative costs 
in accordance with paragraph (12), the Sec
retary shall reduce the grant payable to the 
State under section 403(a)(l) for the suc
ceeding fiscal year by an amount equal to-

"(A) the amount the Secretary determines 
should have been allocated to the program 
funded under this part in such preceding fis
cal year; minus 

"(B) the amount that the State allocated 
to the program funded under this part in 
such preceding fiscal year.". 

The PRESIDING OFFICER. The Sen
ator from Illinois. 

Mr. DURBIN. Mr. President, I know 
the hour is late but the subject is very 
important and in a few moments I 

would like my colleagues to consider 
what this amendment would do. During 
the course of passing the welfare re
form bill, we made many changes in 
many programs in an effort to move 
people from welfare to work. There 
were several aspects of that bill-even 
though I supported the bill in its en
tirety-there were several aspects of 
that bill which were troubling, not the 
least of which was the reduction in nu
tritional assistance for children in the 
United States. The purpose of this 
amendment is to correct what I con
sider to be a very serious error and a 
serious problem in this legislation, be
cause with this amendment we will re
store food stamps for the children of 
legal immigrants. 

Keep in mind that I have said legal 
immigrants. These are children legally 
in the United States who are in pov
erty and have been denied the protec
tion and sustenance of the Food Stamp 
Program. It is a significant problem 
nationwide. Over 4,000 immigrant chil
dren in Illinois have lost their food 
stamps because of this welfare reform 
bill; over 283,000 nationwide. According 
to the Food Research Action Council 
survey of families living below 185 per
cent of poverty, hungry children suffer 
from two to four times as many indi
vidual health problems such as fre
quent colds and headaches, fatigue, un
wanted weight loss, inability to con
centrate and so on. 

These children-hungry children-are 
often absent from school. They can 
have a variety of medical problems 
arising from nutritional deficiencies, 
not the least of which is anemia. Hun
gry children are less likely to interact 
with other people, explore and learn 
from their surroundings, and it has a 
negative impact on the ability of chil
dren to learn. We should be focusing on 
healthy children in America, not hun
gry children in America. 

This amendment seeks to correct 
that problem by giving to these chil
dren the basic protection of food 
stamps. 

Just a month or so ago, I visited the 
Cook County Juvenile Detention Cen
ter, a facility which, unfortunately, is 
doing quite a large business in juvenile 
crime. I spoke to the psychologist at 
that center and asked him what traits 
these kids who committed crime had in 
common. I would like to focus on one 
which he said was very common, a 
learning disability, a neurological def
icit. 

I said, "Where does that come from?" 
He said it can come from improper 

prenatal nutrition, improper infant nu
trition. These kids get a bad start, and 
with that bad start, they don 't learn as 
well, they become frustrated, they fall 
behind, they become truant, they drop 
out, they become statistics, crime and 
welfare statistics which haunt us in 
this Chamber as we consider all of the 
ramifications of a child's failed life. 

Many times we overlook the basics. I 
am happy that my colleagues tonight 
have addressed children's health. I 
think that is something that should be 
a given in America, that we provide 
basic health care protection to all chil
dren. But can we then argue that chil
dren should go hungry at the same 
time? The children that would be pro
tected by this bill would now be quali
fying for food stamps. In my State of 
Illinois, many of the soup kitchens and 
other food providers have experienced a 
dramatic increase in demand for serv
ices by children since enactment of the 
welfare reform bill. 

The Reverend Gerald Wise of the 
First Presbyterian Church in Chicago 
recently came to tell me that the pan
try at the First Presbyterian in the ex
tremely distressed Woodlawn neig·hbor
hood and the Pine Avenue United Pres
byterian Church in the Austin neigh
borhood are stretched beyond capacity. 

Fifty-two percent of the cities par
ticipating in the U.S. Conference of 
Mayors' 1995 survey reported emer
gency food assistance facilities were 
unable to provide necessary resources, 
and that is before the welfare reform 
bill. 

This amendment, which I have been 
joined in offering by Senator 
WELLSTONE and Senator BOXER, re
stores food stamp benefits to legal im
migrant families with children 18 years 
and under. According to the CBO, it 
would cost the Treasury $750 million 
over 5 years. 

We have established an offset in this 
bill from the administrative moneys 

· being given to the Governors so that 
they can administer the new welfar.e 
reform bill, food stamps and other pro
grams. Our amen.dment tries to ensure 
that Federal dollars are being used effi
ciently to make sure that direct bene
fits are given to needy children. 

I am going to stop at this point, as I 
know some of my colleagues are wait
ing to offer an amendment and others 
have been here a long time. I hope to
morrow when this amendment comes 
to the floor that my colleagues on both 
sides of the aisle will join in a bipar
tisan spirit to help the children of legal 
immigrants. These children are likely 
to become naturalized citizens in 
America. We want them to be healthy, 
productive citizens, good students 
making this a better nation in which 
to live. If we are pennywise and pound 
foolish and cut these children short 
when it comes to one of the basic ne
cessities of life, food itself, we may end 
up paying the price for decades and 
generations to come. 

Let us do the right thing, the com
passionate thing, yes, the American 
thing. Let us make sure that hungry 
children are provided for. 

Mr. President, I yield the floor. 
The PRESIDING OFFICER. Is there 

further debate on the amendment? 
Mr. DOMENIC!. Mr. President, I have 

nothing other than we will take our 
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minute tomorrow. Again, if this 
amendment is subject to a point of 
order, we have not waived the point of 
order tonight. 

The PRESIDING OFFICER. The Sen
ator is correct. 

Mr. D 'AMA TO addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from New York. 
AMENDMENT NO. 451 

(Purpose: To improve health care quality 
and reduce health care costs by estab
lishing a national fund for health research 
that would significantly expand the Na
tion's investment in medical research) 
Mr. D'AMATO. Mr. President, on be

half of Senator HARKIN, Senator SPEC
TER, Senator MACK, Senator ROCKE
FELLER, Senator DASCHLE, Senator 
BOXER, Senator KERRY, Senator DUR
BIN, and myself, I offer this amendment 
and ask for its immediate consider
ation. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The bill clerk read as follows: 
The Sena tor from New York [Mr. 

D'AMATO] , for himself, Mr. HARKIN, Mr. 
SPECTER, Mr. MACK, Mr. ROCKEFELLER, Mr. 
DASCHLE, Mrs. BOXER, Mr. KERRY, and Mr. 
DURBIN, proposes an amendment numbered 
451. 

Mr. D'AMATO. Mr. President, I ask 
unanimous consent that the reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
On page 1027, between lines 7 and 8, insert 

the following: 
Subtitle N-National Fund for Health 

Research 
SEC. 5995. SHORT TITLE. 

This subtitle may be cited as the "Na
tional Fund for Health Research Act" . 
SEC. 5996. FINDINGS. 

Congress makes the following findings: 
(1) Nearly 4 of 5 peer reviewed research 

projects deemed worthy of funding by the 
National Institutes of Health are not funded. 

(2) Less than 3 percent of the nearly one 
trillion dollars our Nation spends on health 
care is devoted to health research, while the 
defense industry spends 15 percent of its 
budget on research and development. 

(3) Public opinion surveys have shown that 
Americans want more Federal resources put 
in to heal th research and are willing to pay 
for it. 

(4) Ample evidence exists to demonstrate 
that health research has improved the qual
ity of health care in the United States. Ad
vances such as the development of vaccines, 
the cure of many childhood cancers, drugs 
that effectively treat a host of diseases and 
disorders, a process to protect our Nation's 
blood supply from the HIV virus, progress 
against cardiovascular disease including 
heart attack and stroke, and new strategies 
for the early detection and treatment of dis
eases such as colon, breast, and prostate can
cer clearly demonstrates the benefits of 
health research. 

(5) Health research which holds the prom
ise of prevention of intentional and uninten
tional injury and cure and prevention of dis
ease and disability, is critical to holding 
down health care costs in the long term. 

(6) Expanded medical research is also crit
ical to holding down the long-term costs of 

the medicare program under title XVIII of 
the Social Security Act. For example, recent 
research has demonstrated that delaying the 
onset of debilitating and costly conditions 
like Alzheimer's disease could reduce general 
health care and medicare costs by billions of 
dollars annually. 

(7) The state of our Nation's research fa
cilities at the National Institutes of Health 
and at universities is deteriorating signifi
cantly. Renovation and repair of these facili
ties are badly needed to maintain and im
prove the quality of research. 

(8) Because discretionary spending is likely 
to decline in real terms over the next 5 
years, the Nation's investment in health re
search through the National Institutes of 
Health is likely to decline in real terms un
less corrective legislative action is taken. 

(9) A health research fund is needed to 
maintain our Nation's commitment to 
health research and to increase the percent
age of approved projects which receive fund
ing at the National Institutes of Health. 
SEC. 5997. ESTABLISHMENT OF FUND. 

(a) ESTABLISHMENT.-There is established 
in the Treasury of the United States a fund, 
to be known as the " National Fund for 
Health Research" (hereafter in this section 
referred to as the "Fund"), consisting of 
such amounts as are transferred to the Fund 
under subsection · (b) other amounts subse
quently enacted into law and any interest 
earned on investment of amounts in the 
Fund. 

(b) TRANSFERS TO FUND.-----. 
(1) IN GENERAL.-The Secretary of Health 

and Human Services shall transfer to the 
Fund amounts equivalent to amounts de
scribed in paragraph (2). 

(2) AMOUNTS.-
(A) IN GENERAL.-Amounts described in 

this paragraph for each of the fiscal years 
1998 through 2002 shall be equal to the 
amount of Federal savings derived for each 
such fiscal year under the medicare program 
under title XVIII of the Social Security Act 
(42 U.S.C. 1395 et seq.) and the medicaid pro
gram under title XIX of such Act (42 U.S.C. 
1396 et seq.) that exceeds the amount of Fed
eral savings estimated by the Congressional 
Budget Office as of the date of enactment, to 
be achieved in each such program for each 
such fiscal year for purposes of the Balanced 
Budget Act of 1997. 

(B) DETERMINATION BY SECRETARY.-Not 
later than 6 months after the end of each of 
the fiscal years described in subparagraph 
(A), the Secretary of Health and Human 
Services shall-

(i) make a determination as to the amount 
to be transferred to the Fund for the fiscal 
year involved under this subsection; and 

(ii) subject to subparagraphs (E) and sub
section (d), transfer such amount to the 
Fund. 

(C) SEPARATE ESTIMATES.-ln making a de
termination under subparagraph (B)(i), the 
Secretary of Health and Human Services 
shall maintain a separate estimate for each 
of the programs described in subparagraph 
(A). 

(D) LIMITATION.-Any savings to which sub
paragraph (A) applies shall not be counted 
for purposes of making a transfer under this 
paragraph if such savings, under current pro
cedures implemented by the Health Care Fi
nancing Administration, are specifically 
dedicated to reducing the incidence of waste, 
fraud, and abuse in the programs described 
in subparagraph (A). 

(E) CAP ON TRANSFER.-Amou.nts trans
ferred to the Fund under this subsection for 
any year in the 5-fiscal year period beginning 

on October 1, 1997, shall not in combination 
with the appropriated sum exceed an amount 
equal to the amount appropriated for the Na
tional Ins ti tu tes of Heal th for fiscal year 
1997 multiplied by 2. 

(c) OBLIGATIONS FROM FUND.-
(1) IN GENERAL.-Subject to the provisions 

of paragraph (4), with respect to the amounts 
made available in the Fund in a fiscal year, 
the Secretary of Health and Human Services 
shall distribute-

(A) 2 percent of such amounts during any 
fiscal year to the Office of the Director of 
the Jljational Institutes of Health to be allo
cated at the Director's discretion for the fol
lowing· activities: 

(i) for carrying out the responsibilities of 
the Office of the Director, including the Of
fice of Research on Women's Health and the 
Office of Research on Minority Health, the 
Office of Alternative Medicine, the Office of 
Rare Disease Research, the Office of Behav
ioral and Social Sciences Research (for use 
for efforts to reduce tobacco use), the Office 
of Dietary Supplements, and the Office for 
Disease Prevention; and 

(ii) for construction and acquisition of 
equipment for or facilities of or used by the 
National Institutes of Health; 

(B) 2 percent of such amounts for transfer 
to the National Center for Research Re
sources to carry out section 1502 of the Na
tional Institutes of Health Revitalization 
Act of 1993 concerning Biomedical and Be
havioral Research Facilities; 

(C) 1 percent of such amounts during any 
fiscal year for carrying out section 301 and 
part D of title IV of the Public Health Serv
ice Act with respect to health information 
communications; and 

(D) the remainder of such amounts during 
any fiscal year to member institutes and 
centers, including the Office of AIDS Re
search, of the National Institutes of Health 
in the same proportion to the total amount 
received under this section, as the amount of 
annual appropriations under appropriations 
Acts for each member institute and Centers • 
for the fiscal year bears to the total amount 
of appropriations under appropriations Acts 
for all member institutes and Centers of the 
National Institutes of Health for the fiscal 
year. 

(2) PLANS OF ALLOCATION.-The amounts 
transferred under paragraph (l)(D) shall be 
allocated by the Director of the National In
stitutes of Health or the various directors of 
the institutes and centers, as the case may 
be, pursuant to allocation plans developed by 
the various advisory councils to such direc
tors, after consultation with such directors. 

(3) GRANTS AND CONTRACTS FULLY FUNDED 
IN FIRST YEAR.- With respect to any grant or 
contract funded by amounts distributed 
under paragraph (1), the full amount of the 
total obligation of such grant or contract 
shall be funded in the first year of such grant 
or contract, and shall remain available until 
expended. 

(4) TRIGGER AND RELEASE OF MONIES.-
(A) TRIGGER AND RELEASE.-No expenditure 

shall be made under paragraph (1) during any 
fiscal year in which the annual amount ap
propriated for the National Institutes of 
Health is less than the amount so appro
priated for the prior fiscal year. 

(d) REQUIRED APPROPRIATION.- No transfer 
may be made for a ·fiscal year under sub
section (b) unless an appropriations Act pro
viding for such a transfer has been enacted 
with respect to such fiscal year. 
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(e) BUDGET TREATMENT OF AMOUNTS IN 

FUND.-The amounts in the Fund shall be ex
cluded from, and shall not be taken into ac
count, for purposes of any budget enforce
ment procedure under the Congressional 
Budget Act of 1974 or the Balanced Budget 
and Emergency Deficit Control Act of 1985. 

Mr. D'AMATO. Mr. President, I guess 
it was about 5, 6 years ago, my friend 
and colleague from Iowa, Senator HAR
KIN, came to me and said, "You know, 
we haven't been able to get sufficient 
funding for breast cancer research be
cause there are those who object to our 
attempt to take it from defense and 
transfer it over to NIH.'' I think we had 
just been rebuffed 50 some odd to 42 or 
43. 

Then he said, " How about us keeping 
that money in the defense budget. 
After all, a significant portion of the 
military will be women. This is a mat
ter of national health in our defense of 
our families." And we came forth with 
that proposal, and we were able to get 
a huge vote. 

Since that point in time, forget 
about votes, we have produced, in addi
tion to what was being funded by NIH, 
something in excess of $600 million for 
breast cancer research, and it has made 
a difference. 

My colleague, once again, has come 
forth and said this time, " Alfonse, why 
don't we look to meet the needs that 
this body itself has acknowledged in 
their overwhelming vote on January 
21, 1997," when Senator MACK and my 
friend from Iowa, Senator HARKIN, my
self and others, who offered an amend
ment which was designed to say, let us 
double, we call it the biomedical com
mitment research resolution, and it is 
so easy for us to vote for it because we 
voted to say yes, we want to double the 
amount of money going into NIH for 
biomedical research because the de
mands are incredible, absolutely in
credible. So we voted 100 to 0. 

Now comes the problem. How do we 
fund it? Notwithstanding that the 
chairman of the subcommittee, Sen
ator SPECTER, is making every effort to 
find the funds, where does he get them? 
Where does· he get them? What program 
does he cut? Does he cut food stamps 
further? We just heard an eloquent 
presentation as it relates to the needs 
of children. What senior citizen pro
gram does he cut it from? We have al
ready seen the battles when we look for 
funds. Do we give more money to 
breast cancer research at the expense 
of diabetes? What about emerging in
fectious diseases? Incredible, fright
ening if you read what is going on. 

Let me tell you, the investment of 
moneys into biomedical research will 
pay great dividends, it will save lives, 
it will result in savings many, many, 
many times more than what we invest, 
and it is so necessary. I think about 80 
to 90 percent of the worthy applica
tions by some of the great medical re
search centers of this country are 
being turned down, not because they 

are deficient, but because we simply 
don't have the money. 

I have to tell you something, there is 
nothing better that we can be investing 
money in than in terms of medical re
search for the prevention of illnesses, 
for finding out the cures, for doing the 
genetic research, for doing all of that 
work that so many of us talk about. We 
go home and say, "Yes, I am going to 
vote to increase it.'' Here is what we 
do. 

Let us take the cumulated savings 
annually from Medicare and Medicaid 
that this bill provides. Let me tell you, 
the chairman of the Finance Com
mittee , Senator ROTH, deserves the ap
preciation and accolades of everyone, 
Democrat and Republicans, because he 
has crafted a bill that is designed to 
control costs and to produce savings. 
Let CBO, the Congressional Budget Of
fice, look at the end of each fiscal year 
how much in the way of savings have 
been accumulated and provide these 
moneys be set aside to be used exactly 
for that which we voted 100 to 0, bio
medical research in NIH. 

Let us not fight to take money from 
one program that is so desperately 
needed, whether it be for senior citi
zens, whether it be for food stamps, and 
then say we are going to make winners 
of some at the expense of others and 
not nearly meet the needs. 

If we looked at the last 4 years, we 
will see we increased the total appro
priations in these accounts by about 
$400 million a year. That is not going 
to meet our commitment when we are 
talking, about increasing it by $2.5 bil
lion annually. 

Mr. President, again, this does not 
impact, it does not need a revenue off
set. If the revenues are not generated, 
the savings, no expenditure. If they 
are, I suggest we couldn't find a better 
and finer place to put those moneys. If 
someone wants to then come in and 
make an amendment to take part of 
those moneys and put them someplace 
else, they can come to the floor and we 
can argue it out. But I believe the es
tablishment of that trust fund keeps 
the promise we made, that we attempt 
to lool{ for ways to find the moneys 
that we all came out here on the floor 
and voted for. 

I commend my colleague. It has been 
a great privilege and pleasure for me to 
work with him in this endeavor. 

Mr. HARKIN addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from Iowa. 
Mr. HARKIN. Mr. President, I thank 

my friend from New York for his kind 
words, but also, more important, let 
me thank him for his stalwart, unwav
ering support through the years for 
medical research. 

I have been involved in this battle for 
a long time , and I have never found 
anyone who has fought harder to make 
sure we had adequate funding for all of 
the biomedical research we need done 

in this country than Senator D'AMATO 
from New York. I thank him for that 
unwavering support down through the 
years and for his support on this 
amendment also. 

Mr. President, this amendment does 
have strong bipartisan support. Sen
ator SPECTER and Senator MACK are co
sponsors, as well as a number on our 
side-Senator ROCKEFELLER, Senator 
DASCHLE, Senator BOXER, Senator DUR
BIN, Senator KERRY. So it has strong 
bipartisan support. 

I want to pick up on what the Sen
ator from New York said. We voted not 
long ago, the entire Senate, every one 
of us voted to double funding for NIH 
by 2002. We are all in favor of that. But 
it is very hard finding the money. I 
worked very hard with Senator SPEC
TER when I was chairman and he was 
ranking member. Now he is chairman 
and I am ranking member. We have 
worked very hard to get adequate fund
ing for NIH every year. It is getting 
more and more difficult, and with this 
balanced budget which I am supporting 
strongly, which I have continued to 
support in the past and will continue 
to support, it is going to be even hard
er. 

If we wanted to double NIH funding 
by 2002 out of our discretionary ac
count, if we zeroed out all the other ac
counts we have-maternal-child health 
care, the Centers for Disease Control, 
mental health block grants and a host 
of others- if we zeroed all those out 
and shifted it just to NIH, we would 
still be $2 billion short of doubling it. 
We are not going to zero out mental 
health block grants and the Centers for 
Disease Control and everything else. So 
we have to look for someplace else to 
find this money. 

Without our action, the investment 
in NIH research is only going to decline 
in real terms. The only way that we 
can get it is by going outside of the 
regular discretionary spending process. 
I guess what this amendment is, more 
than anything, is there was a book of 
" Thinking Outside the Box." We get 
put in these boxes and sometimes we 
have to think outside of the box. 

What this amendment does, again, to 
repeat, to reemphasize what Senator 
D' AMATO said, this research trust fund 
would work in the following way. 
Every year, CBO and the Secretary of 
Health and Human Services would look 
back to determine whether the annual 
Medicare and Medicaid savings actu
ally achieved as a result of the changes 
made by the Balanced Budget Act ex
ceeded the savings called for in the 
budget resolution. In other words, are 
there more savings than what was 
called for to balance the budget? If 
that is so, if there are excess savings, 
then that excess savings would be de
posited each year into a health re
search fund to be distributed to NIH for 
the purposes of medical research. It is 
a very simple , a very elegant amend
ment, so offset is needed. 
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As we consider long-term chang·es to 

the Medicare Program-and we will 
be-the creation of a medical research 
trust fund is only common sense. I 
know a point of order will be made 
against the amendment that it is not 
germane. I accept the fact that this 
amendment is not germane to the bill 
before us. But I submit to you, it is 
every bit germane to the issue of sav
ing Medicare and how we are going to 
deal with Medicare. 

A number of recent studies have 
shown that investments in medical re
search can lower Medicare costs 
through the development of more cost
effecti ve treatments and by delaying 
the onset of illnesses. Duke University 
recently did a study that said the fi
nancial crisis in Medicare can be re
solved without raising taxes or cutting 
benefits by improving the heal th of 
older Americans through biomedical 
research. It is the key investment, it is 
the key to reducing health costs in the 
long run. If we can find cures for things 
like breast cancer, 1 ung cancer, Alz
heimer's, the savings would be enor
mous. 

Unfortunately, while health care 
spending devours nearly a trillion dol
lars annually, our medical research 
budget is dying of starvation. The 
United States devotes less than 2 per
cent of its total health care budget to 
heal th research. 

Look at it this way, the Defense De
partment spends 15 percent of its budg
et on research, and yet, in health care, 
we spend less than 2 percent. So we 
have smart bombs and smart missiles 
and everything that defends our coun
try, and we are all happy about that, 
but look what they have done with re
search. 

If we want a smart bomb and a smart 
missile to knock out lung cancer or 
breast cancer or Alzheimer's, or to help 
us with mental illness, this is where we 
have to put the money. 

Take Alzheimer's alone: Funding for 
Alzheimer's research is about $300 mil
lion a year. Yet, it is estimated that 
the 4 million people in America who 
suffer from Alzheimer's is costing us 
about $100 billion a year. That is about 
$25,000 per person who has Alzheimer's 
on average. If we could just delay the 
onset of Alzheimer's for 5 years, that 
would go a long way toward solving our 
Medicare problems. 

Gene therapy, treatments for cystic 
fibrosis, Parkinson's-this is a time of 
great promise. Almost every day new 
stories are coming out about one ad
vance or another. We are not suffering 
from a shortfall of ideas. We are suf
fering from a shortfall of revenues. 

Also, in the last several years the 
number of young people going into re
search is declining. The number of peo
ple under the age of 36 even applying 
for NIH grants dropped by 54 percent in 
the last 10 years. Why? Because when 
they submit their proposal, it gets peer 

reviewed. They say it is a good grant, 
and there is no money. And so young 
people who would want to pursue re
search look for other careers. 

Well, again, health research saves 
money. It saves lives. And the time is 
right. This fund will allow us to pursue 
the innovative cures, treatments and 
therapies that will help us solve the 
Medicare Program. 

Again, I want to thank my colleague 
from New York, Senator D'AMATO, and 
Senator MACK, Senator SPECTER, with 
whom I work on the Appropriations 
Committee, and all the others who 
have worked so hard. 

This is a very simple and elegant 
amendment. I hope that Senators will 
take that step, sort of outside the box, 
to think newly, to think anew, to think 
about how we start getting more 
money into NIH, through a process 
that will still help us balance the budg
et as we all voted to do. 

So, Mr. President, again, I urge my 
colleagues to support this amendment 
and urge its adoption. 

The PRESIDING OFFICER. Is there 
further debate on the amendment? 

Mr. DOMENIC!. Is there anything 
further on your side? 

Mr. HARKIN. I have two amend
ments I would like to just lay down. 

Mr. DOMENIC!. Well, let me just 
make a couple comments, because we 
will not be able to say much tomorrow. 

It is with regret that I oppose this 
amendment, and actually I will raise a 
point of order because I believe it is 
subject to a point of order. I will do 
that tomorrow. 

But, you know, it is kind of inter
esting. I do not know what money we 
are going to be using. You see, what 
the amendment says is, you take the 
estimates of what we are supposed to 
save in this reconciliation bill from 
Medicare and Medicaid, and then you, 
whatever those estimates were, you 
take a look and see if the new esti
mates say we save more. 

Well, this is an estimate of an esti
mate. And I do not really know where 
the money comes from. I mean, do you 
wait until the end of 5 years and then 
get the reality check, or do you do this 
based on estimates? 

Now, that is just purely technical 
and budgetese. But, frankly, as much 
as I would like to put more into NIH, I 
believe it is not right to take savings 
that accrue on the entitlement side of 
the ledger that are estimates and at
tribute that in advance to any function 
in Government, which is what we are 
doing here. If we are clairvoyant 
enough and wise enough in the future, 
and understand the future well enough 
to say if we are saving money in Medi
care and Medicaid, all that savings 
ought to go to just this one program, 
how do we know there are not some 
heal th programs that need some of 
that money? How do we know they 
should not be used for tax cuts? That is 

what they are permitted to be used for 
now. 

And last but not least, I just do not 
think we need another trust fund. We 
have plenty of trust funds. We ought 
not create another one, to use the 
sense-of-the-Senate vote by which 
every Senator expressed an opinion and 
said, as I read it, we sure hope that 
within 5 years we could double NIH. If 
you asked 100 people that voted for 
that, if they thought we were going to 
be able to achieve that, I believe 100 
percent of them would have said prob
ably not. So to turn around and use 
that to take a slice of savings that 
might be applied either to the deficit, 
to tax cuts, to other entitlement pro
grams, and say we just think now we 
ought to cut that off and we ought to 
put them in the NIH, I do not believe is 
good budgeting. I do not believe it is a 
very good way to advance fund any
thing. 

So I will use my minute tomorrow. I 
will not have as much time as tonight 
to indicate what great respect I have 
for these two Senators. Everybody 
knows that. Senator D'AMATO from 
New York is one of my best friends in 
the world. But I do not believe this is 
the right approach, and I have to resist 
it. 

Mr. President, I make a point of 
order that the amendment violates the 
Budget Act. 

Mr. D'AMATO. Mr. President, I move 
to waive. 

The PRESIDING OFFICER (Mr. 
ENZI). What point of order does the 
Senator make? 

Mr. D'AMATO. I move to waive the 
point of order on the budget. 

Mr. DOMENIC!. I thought the Parlia
mentarian knew so well what part of 
the Budget Act this violates that I 
would not have to pick it out for him. 
But if you give me a minute here, we 
will. 

It is not germane. 
The PRESIDING OFFICER. The mo

tion to waive has been made. 
Mr. D'AMATO. I ask for the yeas and 

nays. 
The PRESIDING OFFICER. Is there a 

sufficient second? 
There is a sufficient second. 
The yeas and nays were ordered. 
Mr. D'AMATO addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from New York. 
Mr. D'AMATO. First of all, let me 

say there is no one that I have greater 
respect for and no one who I admire 
more than my colleague and friend 
from New Mexico, Senator DOMENIC!. 
And I would ask, if the Senator might 
be willing, between now and the time 
the amendment comes up, to look at 
the question of the trust fund. As far as 
I am concerned, and I think I speak for 
my colleague, if that were one of the 
important issues, I think we could put 
that aside and have those moneys allo
cated directly into NIH .. 
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I would also indicate that I think in 

the draftsmanship of this we provided 
that it would be only the year after on 
the look-back that the Congressional 
Budget Office would ascertain whether 
or not the mark we have set, which 
would be set in law, by the way-this 
will no longer be an estimate, be set in 
law-that if it has been achieved and 
there has been an excess in the way of 
savings, that those dollars then would 
go into this account at NIH for bio
medical research. 

Understand, it is exactly my friend's 
point that no one really knows where 
to get the money and that here is an 
opportunity to say that if we do 
achieve these savings, yes, that we are 
making a judgment now; that if we do, 
we are making a judgment to see that 
these dollars will be allocated for these 
areas, whether it is Alzheimer's re
search, diabetes, cancer, research on 
the brain. 

I mean, the fact is, we desperately, 
desperately need these moneys. And 
here is an opportunity to identify with 
specificity and, yes, to come forward 
and say, yes, if we have an extra $500 
million or $1 billion, that it will go 
into that account. And we will be mak
ing that commitment that we talked 
about a reality. 

So I ask my colleague and friend to 
just look at it in terms of if there 
needs to be some additional language 
to tighten this up and to deal with 
some of the parliamentary objections. 
And if there is a real question whether 
or not you want to set up a trust fund 
for this, that possibly we could deal 
with that in the manner that would fa
cilitate the spirit of that resolution 
that was passed saying we must do 
more. Because I believe that the spirit 
was there and the recognition that we 
have to do more in biomedical re
search. 

I yield the floor. 
Mr. HARKIN addressed the Chair. 
The PRESIDING OFFICER. The 

Chair recognizes the Senator from 
Iowa. 

Mr. HARKIN. I just want to again 
thank my colleague from New York. 

And I want to say to the Senator 
from New Mexico, again, I know his 
strong feelings on medical research. We 
fought side by side in the past when I 
was privileged to chair the Appropria
tions Subcommittee in working with 
the Senator to increase funds for med
ical research. I know his strong feel
ings, and I appreciate that. 

Again, I just hope we can sort of 
think outside the box, as I said earlier, 
of looking at this and get this money 
into research. We have to do it, get 
more money into medical research. I 
mean, they are starving out there. And 
the young people who want to go into 
research-right now, less than 25 per
cent of the peer-reviewed grants at NIH 
are being funded. 

I always talk about medical research 
as sort of like you have doors that are 

closed. You want to look behind the 
closed doors. Well, if you only are look
ing behind one out of every four doors, 
the odds are four to one that you are 
not going to find the answer. If you 
look at two out of four, or three out of 
four, your odds are a lot better that 
you are going to find the answer. That 
is what we are attempting to do with 
this amendment. 

So, again, I hope that we can have a 
resolution of this and get on with get
ting the increased funding for NIH. 

Mr. President, I want to ask the Sen
ator from New Mexico, before I leave, I 
have two amendments that I would 
just like to lay down. Should I do those 
now, send those up? 

Mr. DOMENIC!. If you have not given 
them to the ranking member and want 
to do them separately, he can. He is 
submitting all of your Democratic Sen
ators' amendments en bloc. He will do 
those for you, too. 

Mr. HARKIN. I will give them to Sen
ator LAUTENBERG. I thank you. 

I yield the floor. 
Mr. DOMENIC!. Mr. President, I do 

not want to leave with any the impres
sion that I am stubborn or unwilling to 
consider things when I am asked to. I 
will. But every time I consider, I think 
of more reasons why we should not do 
it. 

Mr. HARKIN. Don't think about it. 
Mr. DOMENIC!. So I better not be 

thinking for a while. The $3.9 billion 
that we transferred into the trust fund 
for Medicare from part B savings, what 
if we are over by $3.9 billion? Do we 
take the $3.9 billion ·out of the trust 
fund and make it less weak and put 
that money in here? 

Second, I was just thinking, where 
have we done this before? You might 
all look at this. We did this because 
Senator BYRD at one time wanted to 
set up a trust fund so we could use a lot 
of appropriated money on crimefight
ing, because we had found kind of a 
bird's nest of money when some Sen
ator decided that we were going to cut 
payroll for the Government. 

And so Senator BYRD said, well, if we 
are going to do that, let us put that 
trust fund in crime prevention. But, 
you know, over time all it has done has 
been-it is a business, it is an account
ing thing. You give that committee, to 
start with, that entrusted money, but 
that does not mean that the appropria
tions g·i ve as much money to the com
mittee they would have if you did not 
put that in, and you end up getting no 
more money for crimefighting. You 
cannot solve that riddle with additions 
from an entitlement program. 

So I will think about it. I will be glad 
to do that. 

MEDICARE PAYMENT REVIEW COMMISSION 

Mr. FRIST. Mr. President, I rise to 
engage in a colloquy with my colleague 
from Delaware, Senator ROTH. As 
chairman of the Finance Committee, I 
commend him for guiding this budget 

process through the committee with 
overwhelming bipartisan support and 
bringing these issues before the full 
Senate in a timely manner. 

The legislation before us, establishes 
a new Medicare Payment Review Com
mission to replace the Physician Pay
ment Review Commission [PPRC] and 
the Prospective Payment Assessment 
Commission [ProP AC]. The Medicare 
Payment Review Commission is re
quired to submit an annual report to 
Congress containing· an examination of 
issues affecting the Medicare Prog-ram. 
The commission will review, and make 
recommendations to Congress con
cerning payment policies under both 
the Medicare Choice program and 
Medicare fee-for-service. 

I have heard criticism that the 
Health Care Financing Administration 
[HCF AJ does not keep up with the lat
est medical supply products, even if 
they prove to be cost-effective. HCF A 
has stated its intent to become a more 
prudent purchaser. Indeed, that goal 
requires analysis of both the cost and 
quality of various products and re
quires constant review of medical de
velopments. 

I understand that the new Medicare 
Payment Review Commission will have 
broad authority and should include the 
ability to review and make rec
ommendations on procurement reim
bursement and reform issues, including 
the effect, impact and cost implica
tions of competitive bidding, flexible 
purchasing and inherent reasonable
ness on the provision of a full range of 
effective medical products and services 
to Medicare beneficiaries. 

Mr. President, I simply ask my col
league if that is correct? 

Mr. ROTH. In response to Senator 
FRIST'S question, it is the committee's 
intent that the Medicare Payment Re
view Commission shall have broad au
thority to study and make rec
ommendations to Congress on a variety 
of issues relating to the Medicare 
Choice program and the Medicare fee
for-service program. The committee 
recognizes that the previous two advi
sory committees did not have explicit 
authority to study issues relating to 
reimbursement of durable medical 
equipment and medical supplies. How
ever, it is the committee's intent that 
the Medicare Payment Review Com
mission will have broad authority in 
these and other areas regarding the re
view of all Medicare reimbursement 
issues. 

DSH PAYMENTS 

Mr. FRIST. I would like to take a 
moment to clarify the intended mean
ing of the changes in State allotments 
for disproportionate share hospital 
[DSHJ payments as they impact States 
that have received waivers to adopt 
managed care programs statewide, 
using DSH funds to help finance ex
panded care to the uninsured. Two such 
States are Tennessee, which initiated 
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the TennCare program in January 1994, 
and Hawaii, which has operated the 
QUEST program since mid-1994. 

In these cases, the States combine 
their DSH allotment and their regular 
Medicaid dollars to fund capitation 
payments to managed care providers 
who are responsible for service not 
only to existing Medicaid-eligible re
cipients but to a substantial portion if 
not most of the children and adults 
who would not otherwise qualify for 
Medicaid but who do not have coverage 
under other insurance programs. Direct 
DSH payments to hospitals have been 
essentially eliminated, because the 
hospitals and other providers receive 
payments to cover care to the unin
sured through the waiver program, ei
ther from managed care providers or, 
in the case of some hospitals, from the 
State under supplementary pools. 

The committee's legislation provides 
that DSH payments relating to serv
ices to persons eligible under the 
State's Medicaid plan must be made di
rectly to hospitals after October 1, 1997, 
even where the individuals entitled to 
the service are enrolled in managed 
care plans, and cannot be used to deter
mine prepaid capitation payments 
under the State plan that relate to 
those services. That provision does not 
by its terms apply to States operating 
under waivers where the DSH funds are 
used to fund a broader range of services 
to the uninsured. I would like your 
confirmation of this understanding, for 
it would be inconsistent with the 
TennCare and QUEST programs to 
apply the new provision to them. 

I also seek your concurrence that the 
adjustments to State DSH allocations 
are not intended to impact on the 
funds available to these waiver States 
to operate their programs. Both Ten
nessee and Hawaii no longer use their 
DSH allotments for DSH payments. As 
a result, CBO's estimates showed no 
impact on those States of the commit
tee's provision adjusting DSH allot
ments and payments. That is entirely 
appropriate, for these States are sub
ject to limitations on their Medicaid 
funding by reason of the budget terms 
of their waiver. Moreover, they no 
longer make DSH payments as we have 
come to know them, but instead have 
developed more efficient means of de
livering health services and have ex
tended them to a broader segment of 
the population. 

Can the chairman confirm my under
standing of these two DSH-related 
points? 

Mr. ROTH. I am happy to confirm the 
Senator's understanding on both 
points. There is no intention to alter 
the manner of distribution of funds 
under demonstration waiver programs 
as long as those programs are in effect. 
Further, we do not intend any change 
in the budget and finance provisions of 
these demonstration waivers, where 
the DSH funds are used to expand cov
erage to the uninsured. 

AMENDMENTS NOS. 452, 453, AND 454, EN BLOC 
Mr. DOMENIC!. I have three amend

ments that are going to be accepted. 
One is for Senators LIEBERMAN, 
CHAFEE, JEFFORDS, KERREY, BREAUX, 
WYDEN and KENNEDY, to require Med
icaid managed care plans to provide 
certain comparative information to en
rollees. One is for Senator FEINSTEIN to 
require managed care organizations to 
provide annual data to enrollees re
garding nonheal th expenditures. And a 
third is a Craig-Bingaman amendment 
to study medical nutrition therapies by 
using the National Academy of 
Sciences to do that. 

I send the three amendments to the 
desk and ask that they be agreed to en 
bloc. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will report the amend
ments. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

IC!] proposes amendments numbered 452, 453, 
and 454, en bloc. 

The amendments (Nos. 452, 453, and 
454) en bloc are as follows: 

AMENDMENT NO. 452 

(Purpose: To require medicaid managed care 
plans to provide certain comparative infor
mation to enrollees) 
At the end of proposed section 1941(d) of 

the Social Security Act (as added by section 
5701), add the following: 

" (3) PROVISION OF COMPARATIVE INFORMA
TION.-

" (A) BY STATE.-A State that requires indi
viduals to enroll with managed care entities 
under this part shall annually provide to all 
enrollees and potential enrollees a list iden
tifying the managed care entities that are 
(or will be) available and information de
scribed in subparagraph (C) concerning such 
entities. Such information shall be presented 
in a comparative, chart-like form. 

"(B) BY ENTI'I'Y.-Upon the enrollment, or 
renewal of enrollment, of an individual with 
a managed care entity under this part, the 
entity shall provide such individual with the 
information described in subparagraph (C) 
concerning such entity and other entities 
available in the area, presented in a com
parative, chart-like form. 

" (C) REQUIRED INFORMATION.-Information 
under this subparagraph, with respect to a 
managed care entity for a year, shall include 
the following: 

"(i) BENEFITS.-The benefits covered by the 
entity, including-

" (!) covered items and services beyond 
those provided under a traditional fee-for
service program; 

"(II) any beneficiary cost sharing; and 
" (III) any maximum limitations on out-of

pocket expenses. 
" (ii) PREMIUMS.-The net monthly pre

mium, if any, under the entity. 
" (iii) SERVICE AREA.-The service area of 

the entity. 
" (iv) QUALITY AND PERFORMANCE.-To the 

extent available, quality and performance 
indicators for the benefits under the entity 
(and how they compare to such indicators 
under the traditional fee-for-service pro
grams in the area involved), including-

" (!) disenrollment rates for enrollees elect
ing to receive benefits through the entity for 
the previous 2 years (excluding 

disenrollment due to death or moving out
side the service area of the entity); 

"(II) information on enrollee satisfaction; 
"(III) information on health process and 

outcomes; 
"(IV) grievance procedures; 
" (V) the extent to which an enrollee may 

select the health care provider of their 
choice, including health care providers with
in the network of the entity and out-of-net
work health care providers (if the entity cov
ers out-of-network items and services); and 

"(VI) an indication of enrollee exposure to 
balance billing and the restrictions on cov
erage of items and services provided to such 
enrollee by an out-of-network health care 
provider. 

" (v) SUPPLEMENTAL BENEFITS OPTIONS.
Whether the entity offers optional supple
mental benefits and the terms and condi
tions (including premiums) for such cov
erage. 

" (vi) PHYSICIAN COMPENSATION.-An overall 
summary description as to the method of 
compensation of participating physicians. 

AMENDMENT NO. 453 

(Purpose: To require managed care organiza
tions to provide annual data to enrollees 
regarding non-health expenditures) 
At the end of proposed section 1852(e) of 

the Social Security Act (as added by section 
5001) add the following: 

"(6) ANNUAL REPORT ON NON-HEALTH EX
PENDITURES.-Each Medicare Choice organi
zation shall at the request of the enrollee an
nually provide to enrollees a statement dis
closing the proportion of the premiums and 
other revenues received by the organization 
that are expended for non-health care items 
and services. 

At the end of proposed section 1945 of the 
Social Security Act (as added by section 
5701) add the following: 

"(h) ANNUAL REPORT ON NON-HEALTH EX
PENDITURES.-Each medicaid managed care 
organization shall annually provide to en
rollees a statement disclosing the proportion 
of the premiums and other revenues received 
by the organization that are expended for 
non-health care items and services. 

AMENDMENT NO. 454 

(Purpose: To provide for a study and report 
analyzing the short term and long term 
benefits and costs to the medicare system 
of coverage of medical nutrition therapy 
services by registered dietitians under Part 
B of title XVIII of the Social Security Act) 
On page 412, between lines 3 and 4, insert 

the following: 
SEC. 5105. STUDY ON MEDICAL NUTRITION THER

APY SERVICES. 
(a) STUDY.- The Secretary of Health and 

Human Services shall request the National 
Academy of Sciences, in conjunction with 
the United States Preventive Services Task 
Force, to analyze the expansion or modifica
tion of the preventive benefits provided to 
medicare beneficiaries under title XVIII of 
the Social Security Act to include medical 
nutrition therapy services by a registered di
etitian. 

(b) REPORT.-
(1) INITIAL REPORT.-Not later than 2 years 

after the date of the enactment of this Act, 
the Secretary shall submit a report on the 
findings of the analysis conducted under sub
section (a) to the Committee on Ways and 
Means and the Committee on Commerce of 
the House of Representatives and the Com
mittee on Finance of the Senate. 

(2) CONTENTS.-Such report shall include 
specific findings with respect to the expan
sion or modification of coverage of medical 
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nutrition therapy services by a regist ered di
etitian for medicare beneficiaries regard
ing-

(A) cost to the medicare system; 
(B) savings to the medicare system; 
(C) clinical outcomes; and 
(D) short and long term benefits to the 

medicare system. 
(3) FUNDING.- From funds appropriated to 

the Department of Health and Human Serv
ices for fiscal years 1998 and 1999, the Sec
retary shall provide for such funding as may 
be necessary for the conduct of the analysis 
by the National Academy of Sciences under 
this section. 

Mr. CRAIG. The amendment directs 
the Secretary of Health and Human 
Services to request a study, through 
the National Academy of Sciences, on 
the short-term and long-term costs and 
benefits to the Medicare system of cov
erage of medical nutrition therapy 
services provided by registered dieti
tians. The Secretary is directed to pro
vide funding for this study from the 
HHS appropriations for fiscal year 1998 
and 1999. The report shall be submitted 
to the Finance and Ways and Means 
Committees no later than 2 years after 
the date of enactment. 

Essentially the same language was 
included in the House version of the 
budget reconciliation bill. The House 
version included broader coverage, that 
is, covering dental care and bone mass 
measurement. 

The PRESIDING OFFICER. Is there 
further debate on the amendments? 

Without objection, the amendments 
are agreed to. 

The amendments (Nos. 452, 453, and 
454) en bloc were agreed to. 

Mr. DOMENIC!. I move to reconsider 
the vote. 

Mr. LAUTENBERG. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

AMENDMENT NO. 455 
(Purpose: To conform the Energy Title to 

the Bipartisan Budget Agreement) 
Mr. DOMENIC!. Mr. President , I send 

this amendment on behalf of Senator 
MURKOWSKI to the desk in compliance 
with the unanimous consent request 
for consideration tomorrow. 

The PRESIDING OFFICER. The 
clerk will report the amendment. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

IC!], for Mr. MURKOWSKI, proposes an amend
ment numbered 455. 

On page 130, line 3, strike " 2002" and insert 
" 2007" . 

MEDICARE PROVISIONS 
Mr. HATCH. Mr. President, late last 

week the Senate Finance Committee 
completed work on one of the most sig
nificant and important pieces of legis
lation considered in the U.S. Congress 
in recent memory. By a vote of 18 to 2, 
the Committee approved its portion of 
the Budget Reconciliation Act of 1997, 
S. 947, the bill we are debating today. 

As a member of the Finance Com
mittee, I can vouch for the hard work 

that went into the development of this 
historic legislation. It has not been an 
easy task by any stretch of the imagi
nation. 

The bill is not perfect. But it is a 
good start. And I hope it will g·et even 
better as it moves forward in the legis
lative process. 

And, I want to take this opportunity 
to commend the chairman of the Fi
nance Committee, Senator ROTH, and 
the ranking minority member, Senator 
MOYNIHAN, for their outstanding lead
ership in forging a consensus on what 
has been one of the most contentious 
issues presented to the committee 
since I have been a member. 

The committee was presented with 
budget reconciliation instructions ear
lier approved by both the House and 
Senate and tasked to provide for sig
nificant changes in federal spending 
and program authorizations principally 
in the Medicare and Medicaid pro
grams. 

As my colleagues well know, these 
two entitlement programs are cur
rently growing at unsustainable levels. 
Even the President's own handpicked 
members on the Medicare Board of 
Trustees reported as early as April 1995 
that the " Medicare program is clearly 
unsustainable in its present form " and 
that Medicare Part A will be bankrupt 
in the year 2001 unless structural 
changes are implemented soon. 

The legislation currently before the 
Senate attempts to address the numer
ous and oftentimes conflicting issues 
associa ted with reducing the rate of 
growth in Medicare expenditures while 
preserving the level of services avail
able to current and future bene
ficiaries. 

The one message that we must con
vey to our constituents is that we have 
preserved the needs of Medicare bene
ficiaries while addressing the fiscal im
perative of bringing some discipline in 
Medicare spending. Both objectives are 
not mutually inconsistent. 

Not only have we restrained Medi
care growth over the next five years to 
a point that preserves fiscal integrity 
for now and the future, but we have 
provided beneficiaries with greater 
choices of health care plans. "Medicare 
Choice" will now make it possible for 
beneficiaries to have greater options in 
how they want their health care pro
vided. 

In fact , not only will this legislation 
provide more options for beneficiaries, 
it will offer them more information 
about those options. 

Better Information about Coverage 
Options: One provision of the bill re
quires that beneficiaries be provided 
with information about the extent to 
which they may select the provider of 
their choice , a concern of many elder
ly. The need for this provision was 
pointed out to me by the Utah Psycho
logical Association. The measure was 
included in the 1995 Balanced Budget 

Act, and I am pleased that it was car
ried over to the bill we are considering 
today. 

Another information provision was 
suggested to me by Utah Governor 
Mike Leavitt, who correctly pointed 
out that states are making information 
on managed care available to bene
ficiaries of state-funded programs. 
Governor Leavitt suggested that the 
Federal government be required to co
ordinate the information it provides 
with state efforts; that amendment is 
included in the bill today at my re
quest. 

The traditional fee for service sys
tems, which all beneficiaries have 
come to know, will still be there for 
those who wish to choose that system 
of heal th care deli very. But we are also 
going to provide more managed care 
options such as Health Maintenance 
Organizations and Preferred Provider 
Org·anizations as well as Medical Sav
ings Accounts to beneficiaries who de
sire to participate in those plans. 

No longer will America's seniors be 
limited to one or two choices in health 
care. They will now have greater 
choices which will lead to more com
petition, a greater diversity of services 
especially in rural areas, and increased 
savings to the federal government 
which is fundamental to the overall 
well-being of the Medicare program. 

Home Health and Skilled Nursing Fa
cilities: I am particularly pleased with 
the provisions pertaining to home 
health care and skilled nursing facili
ties or SNFs. In fact, the legislation re
ported by the Finance Committee in
corporates many of the important pro
visions contained in legislation I intro
duced, S. 913, the Home Health Care 
Prospective Payment Act, and S . 914, 
the Skilled Nursing Facility Prospec
tive Payment Act. 

I have long supported efforts to en
hance the quality and delivery of care 
provided by home heal th care agencies 
and skilled nursing facilities. These or
ganizations perform extremely valu
able services to our nation's elderly 
and disabled citizens. And, as our popu
lation focreases in age, the role of 
these services in our society will be
come an even more critical component 
in the provision of health care . 

It was also apparent from our hear
ings that the costs associated with 
home heal th care and SNFs have been 
rising at a disproportionately higher 
level compared to other components of 
the Medicare program. Indeed, part of 
this increase can be attributable to the 
fact that most people prefer to be 
treated in the familiar surroundings of 
their home. 

Accordingly to the General Account
ing Office, " After relatively modest 
growth during the 1980's, Medicare 's ex
penditures for SNFs and home health 
care have grown rapidly in the 1990's. 
SNF payments increased from $2.8 bil
lion in 1989 to $11.3 billion in 1996, while 
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home health care costs grew from $2.4 In 1983, Medicare began making pay
billion to $17.7 billion over the same ments to qualified " risk-contract" 
period. " Over that period, annual HMOs or similar entities that enrolled 
growth averaged 22 percent for SNFs Medicare beneficiaries. The intent was 
and 33 percent for home health care, to give Medicare beneficiaries the op
the fastest growing components in the portunity to enroll in HMOs as a more 
Medicare program. cost effective alternative to fee for 

Unquestionably, the rate of growth service health care. 
in home health care led to considerable In effect, Medicare makes a single 
discussion over the need for a new, monthly capitated payment for each of 
minimal copayment for home health the organization's Medicare enrollees. 
visits as a measure to reduce over utili- This payment equals 95 percent of the 
zation. The committee approved a estimated " Adjusted Average Per Cap
capped $5.00 copayment per visit which ita Cost [AAPCCJ of providing Medi
will be billable on a monthly basis and care services to a given beneficiary 
limited at an amount equal to the an- under a fee for service system. 
nual hospital deductible under Part A. The committee legislation proposes 

I am mindful that we do not want to to raise the Medicare payment for each 
impose additional costs particularly on year through 2002 which will have the 
the poor. But there was near universal effect of providing the necessary finan
agreement that some method was need- cial incentives for managed care orga
ed to curtail the seemingly unchecked nizations to develop and sell products 
utilization of these services. to beneficiaries in rural communities. 

This is an issue we will have to mon- This will be particularly beneficial to 
itor closely as the program is imple- residents of my state which has a 
mented recognizing the administrative strong managed care presence in our 
difficulties in collecting these co-pay- urban areas but, as yet, little penetra
ments as well as the impact on bene- tion in rural locations. 
ficiaries. Debate on the AAPCC was extremely 

Home Health and Skilled Nursing Fa- lively in Committee; it is a hard task 
cilities Prospective Payment System: for set payment levels at an amount 
Perhaps the most significant reform that will provide incentives for man
that is included in both pieces of my aged care, but which will also encour
legislation and which is now included age cost-efficiency with no diminution 
in the Finance bill are the provisions of services for the elderly and disabled. 

I want to comment on two issues as
for a prospective payment system for sociated with the AAPCC that will be 
both home health and skilled nursing before the conference committee. The 
facilities. This provision will help ere- first is the transition from a locally 
ate the proper and needed financial in- based payment rate to a rate that is 
centives for providers to behave in a decoupled from fee-for-service reim
more cost effective manner while pro- bursement. The Medicare Equity and 
tecting the quality and continuity of Choice Enhancement Act authored by 
care for beneficiaries. Senator GRASSLEY establishes a five-

We have learned a great deal about 
Medicare reimbursement since we year phase-in of a 50/50 blend of the 

input price-adjusted national average 
passed the Prospective Payment Sys- rate with an area-specific rate. I think 
tern for hospitals in 1983. We know the this is a fair transition and one which 
value of a proper transition so pro- I hope will be preserved in conference. 
viders can manage their agencies to- · The second issue associated with the 
ward a permanent system. We also AAPCC is removing from the calcula
know that we can model a payment tion payments for graduate medical 
system that encourages providers to education and disproportionate share 
manage costs and utilization better. hospitals. That change, reflected in the 
We also realize that moving to a new Finance bill , will allow a more equi
reimbursement system is a massive un- table calculation of the AAPCC, one 
dertaking. which will help ensure that teaching 

I believe the Finance bill moves in hospitals receive the reimbursement 
the right direction to ensure cost-effec- they need. 
tive care for millions of beneficiaries On the issue of reimbursement for 
today, and well into the next century. managed care, I continue to remain 

Rural Health Care: The issue of disturbed about the bill 's provision 
health care in our rural communities which, in essence, discounts by five 
was also an item which received con- percent payments for new bene
siderable attention. As we begin to pro- ficiaries. I fully appreciate the need to 
vide Medicare beneficiaries with great- find a " risk adjuster" which will pro
er choice in the delivery of their health vide us with a better measure of the 
care, it is apparent the financial incen- cost per beneficiary, but to me the 5 
tives to providers to development of percent discount is arbitrary. It will 
these systems in rural communities penalize organizations that are doing 
simply do not exist. exactly what we are urging them to do: 

Accordingly, it was necessary to enroll new beneficiaries in managed 
change the manner and level of reim- care. This is something at which I hope 
bursement for managed care organiza- the conferees will take a closer look. 
tions that wish to provide services in Qualified Medicare Beneficiaries: An-
nonurban areas. other payment issue, that of qualified 

Medicare beneficiaries (or " QMBs") is 
of great concern to me. 

Current law requires Medicaid to pay 
Medicare cost-sharing charges for indi
viduals who are eligible for both Medi
care and Medicaid assistance. These in
dividuals are "dual eligibles" and 
QMBs who have incomes less than 100% 
of the federal poverty level (FPL) and 
meet other requirements. 

Medicaid frequently has lower pay
ment rates for services than would be 
paid under Medicare. Medicaid program 
guidelines permit states the flexibility 
to pay either (a) the full Medicare de
ductible and coinsurance or (b) cost 
sharing only to the extent that the 
Medicare provider has not received the 
full Medicaid rate. 

Several federal courts , including the 
2nd, 3rd, 4th and 11th Circuit Courts of 
Appeals, have interpreted current law 
as allowing providers to claim Medi
care cost sharing for QMBs and dual 
eligibles in excess of Medicaid payment 
rates. Therefore , some state Medicaid 
programs are now reimbursing Medi
care providers to the full allowable 
rates. 

With the exception of one trial court 
decision in California, the courts have 
overruled the HCF A policy that does 
not require the full Medicare payment. 

I strongly prefer the outcome of the 
appellate courts and oppose the par
ticular provision of the Finance Com
mittee version of the Reconciliation 
bill that acts to reverse the four Fed
eral Courts of Appeals decisions and 
will allow lower reimbursement for 

· QMBs and dual eligibles. 
My position is consistent with the 

first of the principles adopted by the 
Chairman in the Medicaid mark: " En
hance the ability of the Federal and 
State government to meet the health 
care needs of vulnerable populations. " 

QMBs and dual eligibles are poor, and 
mostly elderly, individuals that are de
pendent on both Medicare and Med
icaid in order to receive quality health 
care. 

Dual eligibles and QMBs are the very 
elderly (greater than 85 years old) and 
the very sick. For example, about 40 
percent of QMBs have a cognitive or 
mental impairment (including many 
with out difficult chronic conditions 
such as stroke and Alzheimer's). 

Minority group Medicare bene
ficiaries are more likely to be dual eli
gibles. Compared with the general 
Medicare population, dual eligibles are 
more likely to be women, living alone. 

The QMB/Dual Eligible population is 
financially dependent on Medicaid to 
provide the needed supplemental insur
ance coverage to Medicare. 

The bill, as reported by the Finance 
Committee, allows states to act in a 
fashion that would deny providers the 
full Medicare level of benefits for these 
particularly needy QMB and dual eligi
ble beneficiaries, and will unintention
ally fray the safety net precisely where 
it needs to be strengthened. 
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For example, a recent study by the 

Physician Payment Review Commis
sion reported that 43 state Medic5l-id 
programs identified serious problems 
in maintaining adequate levels of phy
sician participation chiefly due to al
ready low payment rates. 

In fact, the study found that, over a 
15 year period, sate spending on physi
cian services per Medicaid recipient 
failed to keep pace with Medicare by 
more than a threefold factor. 

The better policy is to adhere to the 
precedent of the great majority of 
courts that have considered this issue 
and continue to compel these payments 
for these beneficiaries. 

Frankly, it is difficult to see how the 
provision in the Finance bill to lower 
reimbursement for QMBs and dual eli
gibles will result in anything other 
than in undermining the willingness of 
providers to treat QMBs and dual eligi-
bles. · 

The Second Circuit, one of the sev
eral courts that have ruled in favor of 
the framework I find preferable, re
viewed the relevant laws and legisla
tive history in concluding: "* * * Con
gress sought to avoid a wealth-based, 
two tiered system of heal th care for 
the elderly and certain disabled and in
deed wanted to integrate all of those 
who were Medicare-eligible into the ex
isting health care system." 

As the 11th circuit said in the Smith 
Case, 36 F .3d 1074: "we reject * * * at
tempts to wring ambiguity from a stat
ute where there is none." 

The bill as reported by the Finance 
Committee is ambiguous, but is unam
biguously a poor policy and will cer
tainly affect the care received by those 
many physically frail QMBs and dual 
eligibles negatively. 

I strongly prefer the House position 
on this particular issue because by not 
adopting the Senate Finance Com
mittee policy it protects individuals 
whose health and income status place 
them in a precarious medical situation. 

As the Washington Post editorial
ized, on June 16, 1997, on the problem of 
the dual eligibles: "* * * suddenly 
Medicare, which was set up to be a uni
form, universal system for all the el
derly and disabled, becomes a two-tier 
system, with different levels of pay
ment and therefore, in the long run, 
quite different levels of care for the 
better and the less well-off." 

We should not act to decrease access 
to quality health care for poor, sick 
and predominantly old individuals. We 
should retain and enlarge, not reverse, 
a policy on QMB and dual eligible re
imbursement that many, including 
four Federal appellate courts, have 
concluded is consistent with the letter 
and spirit of both Medicaid and Medi
care. 

Chiropractic Care: Turning to an
other issue of great interest to me, 
that of chiropractic care for Medicare 
beneficiaries, I am hopeful that the 

conferees will be able to approve Rep
resentative CRANE'S provision, which I 
had hoped to offer in Committee. 

Chiropractic services are currently 
provided in the Medicare program; 
however, the coverage is extremely 
limited to treatment by means of man
ual manipulation of the spine. More
over, current law requires chiroprac
tors to obtain an x-ray before payment 
will be made even though Medicare will 
not pay chiropra.ctors to take the x
ray. 

I had initially planned to off er an 
amendment identical to the language 
in the House Ways and Means Com
mittee that would remove the require
ment for x-rays as a condition of cov
erage and payment of chiropractic 
services. I would note that this provi
sion also had the support of the Admin
istration and was included in their 
budget proposal as well. 

Unfortunately, the Congressional 
Budget Office scored the provision as 
costing $600 million over a five-year pe
riod. And, although it was included in 
the Ways and Means bill as I previously 
mentioned, the Finance Committee 
spending parameters did not allow for 
its inclusion principally due to the cost 
estimate. 

Accordingly, I offered an amendment 
proposing a two-year demonstration 
project to study the cost effectiveness 
of removing the x-ray requirement as 
well as allowing doctors of chiropractic 
to order and perform x-rays in both a 
fee for service and managed care set
ting. I am grateful that Chairman 
ROTH indicated he would conditionally 
accept my demonstration amendment 
on the basis that a final CBO would be 
de minimis. With that understanding, 
the committee unanimously approved 
my amendment. 

I was astonished to learn yesterday 
that, in fact, the CBO scored my 
amendment at $900 million- a third 
more than the entire provision in the 
House! I have asked for a complete jus
tification of this figure, but pending 
that review, the Committee had no 
choice but to drop my amendment. 

I firmly believe that affording great
er access to chiropractic services by 
beneficiaries will not only result in re
duced Medicare expenditures but will 
also reduce the performance of needless 
surgery to correct back problems. 

I hope that as this issue is addressed 
in the conference committee, that the 
Ways and Means languag·e will prevail, 
and will, therefore, bring a more prag
matic approach to the delivery of 
health care to our seniors. 

Durable Medical Equipment: On re
imbursement for durable medical 
equipment (DME), I am happy to report 
that the committee agreed to include 
an amendment I proposed which would 
allow beneficiaries to buy more expen
sive equipment than that allowable 
under Medicare and pay the extra 
amount out-of-pocket. This is an 

amendment originally proposed by our 
former colleague, Senator Bob Dole, 
and I think it makes a good deal of 
sense. Since this provision was con
tained in the Balanced Budget Act of 
1995, I am extremely optimistic it will 
become law this year. 

Orthotics and Prosthetics: On the 
topic of reimbursement for orthotics 
and prosthetics (O&P), I am grateful 
that the bill includes an annual update 
of at least one percent over the coming 
five years. O&P providers design, fit, 
and fabricate braces and limbs for per
sons with physical disabilities. As 
such, this small industry is distinct 
from DME. O&P suppliers have much 
less control over the costs of their pro
gram than DME suppliers, given that it 
is hard to imagine "induced demand" 
for O&P equipment. Consequently, I 
hope that any provisions undertaken to 
restrict the growth of DME, which I 
recognize is a concern, will not be at
tributed to O&P as well. 

Home Oxygen Services: One of the 
most contentious, and for me, most 
troubling, issues associated with this 
bill was how to set the appropriate re
imbursement level for home oxygen 
services. 

None of us want to see quality dimin
ished for this vital service. That is 
clear. 

But the Committee was presented 
with very compelling evidence that 
payment levels are too high. 

For example, the General Accounting 
Office report comparing oxygen serv
ices in the Veterans Administration to 
those under Medicare concluded that 
the Heal th Care Financing Administra
tion is paying almost 40 percent too 
much for home oxygen. 

I will be the first to admit that I do 
not know what the exact number 
should be. Nor is there any statistical 
measure that can be reliably employed. 

I will say that there was virtual una
nimity that the current payment levels 
are too high. However, given the need 
to ensure continuing high-quality serv
ices for beneficiaries, I am much more 
comfortable with the House provision. 
Serious questions have been raised 
about the severity of the Finance rec
ommendation and the effect that it 
could have on small, rural providers 
such as many who operate in my home 
state of Utah. If we are to err, I would 
rather err on the side of quality. 

Fraud and abuse: I would also like to 
comment briefly regarding the new 
fraud and abuse provisions in the bill. 
The bill, as amended by Senator 
GRAHAM, contains new, significant and, 
in some respects, untested anti-fraud 
and abuse penalties including addi
tional Medicare exclusions and civil 
monetary penalty authority. 

I believe that we need effective fraud 
and abuse enforcement tools. I just 
want to be sure that these provisions 
do not have any unintended con
sequences or implications that would 
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penalize innocent parties who are fol
lowing the letter of the law. 

Many of these provisions found in the 
Finance bill as amended are actually 
based on provisions contained in the 
Administration's fraud and abuse legis
lation introduced earlier this year, and 
on which no hearings were held in the 
Senate. 

As a general rule, we in the Congress 
should not act without the full and 
open benefit of hearings so that all par
ties have an opportunity to comment, 
and so that legislation can be modified 
as appropriate. 

While I am not going to oppose these 
prov1s1ons, I do have reservations 
about some of them. And, I am encour
aged to learn that the House intends to 
address some of these in conference. 

The expanded authority with respect 
to the imposition of civil monetary 
penalties was particularly trouble
some. 

The two provisions at issue included 
(1) the addition of a new civil monetary 
penalty for cases in which a person 
contracts with an excluded provider for 
the provision of health care items or 
services, where that person knows or 
should know that the provider has been 
excluded from participation in a fed
eral health care program; and, (2) the 
addition of a new civil monetary pen
alty for cases in which a person pro
vides a service ordered or prescribed by 
an excluded provider, where that per
son knows or should know that the pro
vider has been excluded from participa
tion in a federal health care program. 

While, certainly, no provider should 
contract with or furnish services or
dered or prescribed by another provider 
whom they know to be excluded, the 
provisions also would subject providers 
to civil mo:r:ietary penalties where they 
"should know" that another provider 
is excluded. 

This ''should know' ' standard has the 
potential to create anxiety among pro
viders. What would rise to the level 
that a provider "should know?" In my 
view, these provisions target the wrong 
providers-they punish the provider 
who is serving the patient based on a 
legitimate and legal prescription, rath
er than the excluded provider who is at 
fault. 

For example, retail pharmacies fill 
thousands of prescriptions per month 
based upon prescriptions from numer
ous prescribers. It is not hard to imag
ine a situation in which a pharmacy 
would be unwilling to fill an emer
gency prescription for a sick child late 
at night in a rural community. The 
pharmacist might not have enough in
formation about the prescribing doctor 
to risk a $10,000 fine. 

I think it is extremely important to 
clarify our expectations on this issue 
and others within the CMP section. Ac
cordingly, I am pleased that Chairman 
ROTH agreed to the inclusion of report 
language that, in effect, clarifies that 

the committee " does not intend these 
two new civil monetary penalties-for 
arranging or contracting with an ex
cluded provider, or for providing items 
or services ordered or prescribed by an 
excluded provider-to impose an af
firmative burden on providers to find 
out if another provider has been ex
cluded from a federal health care pro
gram. Rather, only in instances where 
a provider acts in deliberate or reck
less disregard of another provider's ex
cluded status may the government 
seek to impose civil monetary pen
al ties under these provisions. '' 

Community Health Centers: Before 
turning to the final issue I wish to dis
cuss, I just wanted to take a moment 
to mention my appreciation that 
Chairman ROTH agreed to continue the 
current reimbursement system for Fed
erally-Qualified Health Centers. 

FQHCs are the best way I know to de
liver high-quality, low-cost care to un
derserved areas. They are increasingly 
being squeezed in today's managed care 
environment, in large part because 
they are providers of last resort and 
have no insurers on which to shift costs 
if they are underpaid. Studies have in
dicated that Community Health Cen
ters, for example, are only receiving 
about half of their costs from managed 
care entities. Faced with that situa
tions, CHCs have little recourse, and 
can only hope that their appropriated 
funds make up the difference. 

This is a situation that I intend to 
follow closely. No one likes to argue 
for cost-based reimbursement; that is 
not a particularly effective payment 
mechanism. But, to require CHCs and 
Rural Health Clinics (RHCs) to provide 
services at less than cost is also ineffi
cient, and stifles the development of a 
cheaper alternative form of health care 
deli very which is proven to be high 
quality. There is no easy answer here, 
but let us not undercut these great lit
tle providers while we seek a solution. 

Children's Health Initiative: Finally, 
I want to close by commenting on what 
may be the most important provision 
of this bill: the children's health insur
ance initiatives. 

Let me just say that a lot of progress 
has been made on the issue of chil
dren 's health in the 105th Congress. 

I believe that, when the history of 
this Congress is written, two of the 
most important chapters will address 
the balanced budget agreement and the 
children's health initiative. It seems 
only fitting that this budget reconcili
ation bill that brings the budget into 
balance includes the key funding and 
program prov1s10ns on children's 
health insurance. Our kids will have a 
healthier future in both of these impor
tant respects. 

Let us be clear why we take these 
major actions to include $24 billion in 
new spending over the next 5 years to 
pay for children's health insurance. 

An estimated 10 million American 
children are without health insurance. 

This amounts to about 25 percent of 
the nation 's uninsured individuals. 

In my state of Utah, about 10 percent 
of our children lack health insurance. 
This amounts to about 55,0000 unin
sured children in my state. 

Because the Medicaid program is tar
geted to provide health care to poorest 
of the poor, it is important to under
stand that many of the uninsured chil
dren in our nation come from working 
families with incomes just above the 
poverty level. 

In fact, about 88 percent of these un
insured children come from families 
where at least one parent works. 

What I have been trying to do over 
the last few months is to help these 
children from America's working fami
lies. 

That 's why I teamed up with Senator 
TED KENNEDY to introduce the Chil
dren 's Health Insurance and Lower Def
icit Act (CHILD). In essence, this twin 
legislation, S. 525 and S. 526, calls for 
an increase in the federal tax on to
bacco products in order to finance a 
voluntary program of state block 
grants for children's health insurance 
and to provide for deficit reduction. 

Because of our well-recognized diver
gent philosophies, Senator KENNEDY 
and I had hoped that, by drafting com
promise legislation, we would be able 
to attract support for our legislation 
across the political spectrum. 

By and large, we have been successful 
with working with advocacy groups 
like the Children's Defense Fund and 
the Child Welfare League to raise 
awareness of this issue. And, I believe 
we should give credit to these organiza
tions-as well as to health care pro
viders such as children's hospitals and 
American Academy of Pediatrics-for 
their tireless and long-standing efforts 
to highlight the health care needs of 
children in our country. 

And, although I do not see eye to eye 
with Senator KENNEDY on all, or even 
most, matters, I must commend my 
friend from Massachusetts for all of his 
work and vision on this important 
issue. There is no more tenacious advo
cate in the United States Senate for a 
cause he feels strongly about than Sen
ator KENNEDY. 

The Senator from Massachusetts and 
I worked hard to arrive at a com
promise that would be attractive for 
many. As an ardent anti-tax, anti-big 
government conservative, the critical 
tasks were to devise a program that did 
not centralize decisionmaking in Wash
ington and that did not have the poten
tial of growing out of control. It was 
also essential that it be paid for. 

While I am generally loathe to in
crease taxes, the adverse health effects 
of tobacco and their concomitant costs 
to society, not to mention the costs to 
public programs, made raising the to
bacco tax a "two-fer." 

Tobacco is a killer. I don't know of 
any other product that, when used as 
directed, will kill you. 
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Tobacco accounts for an estimated 

419,000 American deaths annually. In 
1993, cigarettes killed more of our fel
low citizens than AIDS, alcohol, car ac
cidents, fire, cocaine, heroin, murders, 
and suicides combined. 

About 50 million Americans smoke. 
About 1 in 5 deaths are smoking re

lated. 
4 of 5 smokers begin by age 18. About 

half by age 14. 
Each day 3000 young Americans begin 

to smoke. 
Experts believe that tobacco costs so

ciety $100 billion annually, including 
$50 billion in direct health care costs. 

Of this $50 billion, there are $10 bil
lion in annual costs to Medicare; $5 bil
lion in Medicaid; $4. 75 billion to other 
federal programs; and, $17 billion in in
creased insurance premiums. 

Not only does tobacco kill , it also re
sults in a tremendous amount of un
necessary health care costs. 

When all is said and done, use of to
bacco products comprises the number 
one preventable public health threat. 

A strong argument can be made that 
it is this unique public health threat 
posed by tobacco that forms the basis 
of the justification for raising the to
bacco tax. 

The American public overwhelmingly 
approves of the idea of financing chil
dren's health programs through an in
creased tobacco tax. 

An April 26, Wall Street Journal/NBC 
poll asked the public its opinion of fi
nancing state block grants for chil
dren's health care through an increase 
in the tobacco tax. 

72 percent of Americans agreed with 
this proposal. 

And this support cuts across almost 
every demographic category. For ex
ample, more than 50 percent of smok
ers agree with the idea of increasing 
tobacco taxes to pay for children's 
health insurance. 

So the case against tobacco and for a 
tobacco users tax increase is strong. 

Overall, I am pleased with the chil
dren's health provisions of the rec
onciliation bill as reported by the Fi
nance Committee. 

Those involved in the efforts over the 
last few months to increase materially 
the funding for children's health insur
ance should take credit for the addi
tion of $24 billion in new funding over 
the next five years. 

Few could have thought that we 
could have come so far so fast in this 
effort. 

I know that there are some that 
think we have, in fact, gone too far , 
too fast. 

But I think that these cri tics who 
deny that we can utilize this average 
$4.8 billion in funding wisely and pru
dently are just wrong. 

If all of the states, for example, exer
cised the Medicaid option of the block 
grant we know, applying the $860 per 
person average federal contribution for 

a Medicaid covered child, about 5.58 
million children could be covered. This 
is barely half of our nation's uninsured 
children. 

There are a number of ways to look 
at such a statistic. But in this case, I 
think t he glass is clearly half full. If 
we take care of more than half of the 
uninsured children in our nation we 
will have achieved a major accomplish
ment. 

It is also possible that if states chose 
to exercise the block grant option, we 
will be able to take care of more kids 
than possible under Medicaid. 

At this point, no one can know with 
certainty how many states will use 
Medicaid and how many will use the 
block grants. 

We do not know what eligibility cri
teria and financial requirements that 
states implementing the block grants 
will chose to adopt. All of these factors 
will affect how many children will be 
covered. 

But before we get too caught up in 
focusing on the number of children cov
ered, we must not lose sight that it is 
also important to see what benefits 
that covered children are going to re
ceive. 

The Finance Committee heard expert 
opinion from the Administrator of the 
Heal th Care Financing Administration, 
Dr. Bruce Vladeck, that it costs about 
$1000 per child for a quality children's 
health insurance plan. 

So even with the increased flexibility 
of the block grants, do not be misled to 
believe that $4.8 billion per year is 
somehow too much money. Even when 
we add in the required state matching 
rate and co-insurance and co-payment 
requirements, it is hard to project that 
even two-thirds of the nation's unin
sured children will be taken care of by 
this $4.8 billion a year. 

Also , inflation in the health care sec
tor will eat into the purchasing power 
of the average $4.8 billion per year allo
cation. 

As I argued last week in the Finance 
Committee, I would have preferred to 
get the entire $20 bill in children's 
heal th insurance funding over the $16 
billion already set aside in the budget 
resolution. I pointed out that, taken 
together, these funds could have taken 
care of the projected 7 million of the 
nation 's uninsured that live in families 
with incomes under 240 percent of the 
federal poverty level. This would rep
resent about 70 percent of the unin
sured children in this country. 

While I was not able to persuade the 
full Finance Committee to allocate the 
full Ha tch-Kennedy legislation on top 
of the initial $16 billion set aside, I am 
pleased that the Committee did agree 
to the essence of the Hatch-Kennedy 
CHILD legislation by imposing an in
creased tobacco tax to finance chil
dren's health block grants to states. 

Frankly, I think that one of the 
gTeat watershed events of the return of 

Republican majorities in both cham
bers of the Congress is that the days of 
tax and spend are over in favor of a 
more fiscally responsible climate in 
which new taxes are seldom proposed 
and, if proposed, scrutinized with the 
highest degree of skepticism. 

This is tough medicine but it is what 
we have to do to set our fiscal house 
back in order. We need to let working 
Americans keep more of their hard
earned money by looking for ways to 
tax and spend less of their income. 

So, would I have preferred more 
money for children's health in the Fi
nance Committee bill? Yes. 

But, I would much more rather be in 
the position of having my colleagues 
on the Committee nearly unanimously 
support a tobacco tax that will gen
erate, in part, an additional $8 billion 
over five years for children's health 
that I would like to be in an uphill, all 
but hopeless, battle to win a major 
floor amendment on a fast moving rec
onciliation bill. 

To me, the $8 billion in hand was 
more certain than the $20 billion in the 
bush-so to speak. Moreover, I believe 
that the positive, bipartisan support 
for the Finance Committee provisions 
bodes well for both the success for the 
provisions and the progTam itself. The 
last thing I want is to make children 
the subject of an acrimonious debate 
over concepts and details. 

This, of course , assumes that the 
Senate funding level and tobacco tax 
structure prevails in conference. 

I have told my colleagues on the Fi
nance Committee, some of whom-it is 
a matter of public record-are very 
much opposed to this source of tax rev
enue and this funding level, that if the 
Senate tobacco tax and children 's 
heal th funding levels are changed in 
conference then I will pursue , in every 
way that I know how, more funding. 
My goal is to get this done, not just 
put out a press release about it. 

Let me also say that it will be my 
firm position that any funds allocated 
toward children's health from the so
called " global tobacco settlement" 
should be considered as distinct from, 
and additive to, the funds earmarked 
for children's health in the Senate rec
onciliation bill. 

One of the major reasons that I de
cided to compromise on the amount of 
funds that I would seek from the Fi
nance Committee in the reconciliation 
process is because I was aware of the 
possibility that additional funding may 
be available from the global settle
ment. 

But let 's not kid ourselves here. The 
global settlement faces a tough road as 
it wends its way through the Adminis
tration, Congress, the Courts, and
perhaps most importantly- the court 
of American public opinion. 

Suffice it to say that I will strenu
ously resist any effort to reduce in con
ference or subsequently any of the chil
dren's health funding already secured. 
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But, I alsb believe that my colleagues 
in both the House and Senate will see 
the merit in the provisions adopted by 
the Finance Committee. The need is 
compelling; the compromise program is 
reasonable; and it is paid for by taxing 
a commodity that not a single person 
can defend as worthwhile. 

While I did not get everything that I 
wanted in this legislation, it is seldom 
the case that any one legislator gets 
all that he or she wants. Since this is 
not a monarchy but a democracy, com
promise and consensus building is what 
distinguishes our form of government. 

Given the original philosophical lines 
of scrimmage, I think the children's 
health provisions represent a good 
compromise. The bottom line is that 
we can all take pride in this provision. 

The advocates for children and public 
heal th should take credit for success
fully raising the concern about the 
problem of uninsured American chil
dren to the level of concern that a 
major funding commitment-$24 billion 
over 5 years-was included in an other
wise very frugal budget balancing bill. 
That's a big achievement that will ben
efit literally millions of American chil
dren into the next century. 

The governors should take credit for 
the fact that the final package ap
proved by the Finance Committee 
gives the states a great deal of flexi
bility in devising programs and eligi
bility criteria that will work best in 
their respective states. I am confident 
that the governors will use their cre
ativity to establish programs that de
liver high quality health care to the 
children of working families. 

Let me hasten to add that I recognize 
there are some provisions in the bill of 
which the children's advocates and the 
governors do not approve . I understand 
those concerns. We all want to provide 
the best possible health care to our 
kids. But we also want the money to go 
as far as possible. It is a balance , and 
we have endeavored to set the scales 
right. 

But politics is the art of the possible. 
Only because of the debate that we 
have engaged in over these last few 
months-a debate comprised of many 
perspectives and many heated mo
ments-it will now be possible to help 
millions of American children to reach 
adulthood in good health. 

I see this as both good public health 
and evidence that Congress is capable 
of working constructively to address 
the nation's business. 

CONCLUSION 

In closing, Mr. President, I count my
self among those who have worked 
hard for a balanced budget. As much as 
each of us wished otherwise, balancing 
the budget is not some idle task. In
deed, it is the most difficult of endeav
ors. We are faced with hard choices, 
choices that have serious consequences 
for citizens everyday. 

Again, if I were the only senator 
writing this bill, I would have written 

some provisions differently. I would 
have more tax relief, for example. I 
would have spread spending reductions 
more evenly over the five-year period. 

And, if I can't have everything I 
want, President Clinton cannot have 
everything he wants. 

But, on balance, I think that this bill 
lives up to its goals. Senators on both 
sides of the aisle, but especially the 
Senator from New Mexico, deserve to 
be commended for developing this leg
islation. 

When we pass this bill, Congress will 
have passed another balanced budget 
bill. We will have preserved Medicare 
for the foreseeable future, and we have 
made a considerable downpayment on 
our children's health. And that is the 
most important legacy we can leave to 
our country's future. 

I urge President Clinton to give this 
bill his unequivocal support. 

MEDICARE COVERAGE OF ORAL ANTI- CANCER 
DRUGS 

Mr. SANTORUM. Mr. President, the 
budget reconciliation bill before us pre
sents a historic opportunity to balance 
the budget, provide long overdue tax 
relief for families and ensure that im
portant programs such as Medicare will 
be here for the next generation of 
Americans. I intend to support this leg
islation, but first , I would like to make 
a few comments about the Medicare 
provisions. 

We all know that Medicare is in seri
ous trouble. For 21/2 years, we have 
been hearing that Medicare is going 
bankrupt. Today, we have an oppor
tunity to do something to put Medicare 
back on the path to solvency. This bill 
calls for reasonable structural reforms 
of the Medicare program. It extends 
Medicare 's solvency and promotes 
more choices for seniors-much like 
Members of Congress enjoy under the 
Federal Employee Health Benefits 
plan. If we truly care about Medicare
if we really mean it when we say that 
Medicare must be here for our children 
and grandchildren, then it's not enough 
to just talk about saving the program. 
We need to take action. And yes, we 
need to ask the baby boomers and to
day's young people-who I might add 
are already paying for a program which 
will not benefit them if we continue 
the status quo- to accept some struc
tural changes that are absolutely nec
essary to protect and preserve this pro
gram. I commend those who have had 
the courage to come to the floor and 
explain these reforms in spite of what 
the special interest groups say. On be
half of the next generation, I thank my 
colleagues who are constructively 
working to solve Medicare's problems 
before it is too late. 

Mr. President, reforming Medicare is 
not just about saving money. It is also 
about improving seniors' choices in 
health plans and treatment options. 
One way to achieve these goals is by al
lowing Medicare reimbursements for 

orally administered anti-cancer drugs 
which cannot be produced in intra
venous form (l.V.). Unfortunately, this 
change was not included in the bill be
fore us. After considering that orally 
administered anti-cancer drugs would 
simultaneously enhance the quality of 
life for cancer patients and save a sig
nificant amount of money, I hope the 
conferees will include this proposal in 
the final reconciliation bill. 

Medicare 's current policy with re
spect to coverage of anti-cancer drugs 
is outdated. Medicare pays for 
injectable and intravenous anti-cancer 
drugs. Several years ago, Medicare law 
was amended to also allow coverage for 
oral anti-cancer drugs, but only if they 
are available in intravenous form. This 
policy recognized that if a drug comes 
in both an oral and an l.V. form, it 
makes sense to provide coverage for 
the cheaper oral version instead of re
quiring patients to take the much 
more expensive and often more toxic 
I. V. version. Since then, researchers 
have developed oral anti-cancer drugs 
that are just as effective, easier to ad
minister, and have fewer side effects, 
but are not-and cannot be- produced 
in l.V. form. Because they have no in
travenous formulation, Medicare does 
not cover them. 

Efficacy, safety, and quality of life 
should be the primary factors when a 
patient and physician select the appro
priate cancer treatment. Unfortu
nately, current Medicare policy forces 
many patients to make reimbursement 
the overriding factor. As a result, the 
patient is subjected to procedures 
which are more invasive, more expen
sive, and often less appropriate simply 
because Medicare will pay for it. At the 
same time, Medicare absorbs tens of 
thousands more in extra costs. For ex
ample , the cost of intravenous treat
ment for recurrent ovarian cancer 
ranges from $20,000 to $42,000 per pa
tient per treatment course. At the 
same time, the oral therapeutic alter
native- which does not come in l.V. 
form-costs just $3,300. If Medicare cov
ered the oral alternative, the program 
could save between $17,000 and $39,000 
per ovarian cancer patient, and the pa
tient could enjoy a potentially better 
outcome and quality of life. Wealthy 
seniors can pay for the oral drug out
of-pocket if that is their preference , 
but most seniors do not have that lux
ury. 

Once again, I want to emphasize that 
when we talk about Medicare reform, 
we are not just talking about saving 
money. We also want to create incen
tives for individuals to seek the most 
appropriate care. Changing Medicare 
law to allow coverage of oral anti-can
cer drugs meets both tests. I urge my 
colleagues to incorporate this change 
in conference. The Heal th Care Financ
ing Administration supports it. Cancer 
patients deserve it. Medicare would 
save money because of it. There is no 
reason not to do it. 
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Thank you, Mr. President. 
Mr. GRAHAM. Mr. President, al

though none of us received all of what 
we wanted in this budget deal, I rise 
today not to point out its deficiencies. 
Rather, I want to highlight the key 
strength of this agreement-It makes 
Medicare and Medicaid smarter. 

It is smart to root out fraud and 
abuse; it is smart to permit competi
tion; and it is smart to promote pre
ventive health care. 

Cracking down on those who abuse 
the system is smart. Paying less for 
more goods and services is smart. And 
preventing diseases is smart. 

My colleagues and I are here today 
not to eliminate Medicare and Med
icaid. Nor are we here to preserve the 
status quo. We are here to make these 
programs smarter-More efficient, 
more equitable, and more solvent. 

We were faced with the politically 
unenviable task for paring Medicare by 
$115 billion and Medicaid by $23 billion 
to accomplish the overarching goal of 
this legislation-a balanced budget by 
the year 2002. 

Both heal th care providers and senior 
citizens will share in the burden of 
meeting this goal. 

Mr. President, before we ask pro
viders and senior citizens to sacrifice, 
we should feel confident that this budg
et makes inroads into cutting fraud 
and abuse out of the program. 

Just yesterday, my esteemed col
league , Senator HARKIN, discussed 
some of our mutual concerns in this 
area. Senator HARKIN and I have long 
been champions of anti-fraud measures 
and pro-competitive measures, some
times to the consternation of health 
care suppliers and providers. 

Senator HARKIN was right yesterday 
when he spoke strongly about Medi
care 's need to begin negotiating for the 
best deal on supplies and equipment, 
like other Federal agencies have done. 
It makes no sense that Medicare- the 
largest single purchaser of health care 
services in the country- has to follow a 
price list set out in seven pages of stat
ute rather than relying on competi
tion. 

Our efforts in this area have been bi
partisan. Just last week in the Senate 
Finance Committee, I, along with Sen
ator NICKLES, sponsored an amendment 
to give the Health Care Financing Ad
ministration the authority to institute 
competitive bidding for part B services. 
My colleagues on the Committee stood 
with me as we unanimously adopted 
this proposal. It is my sincere hope 
that my House colleagues will follow 
suit. 

Implementation of competitive bid
ding is one way in which Congress can 
show that we have finally gotten seri
ous about preserving the integrity of 
Medicare. 

Another way is to begin a serious 
crackdown on fraud in not only Medi
care, but Medicaid. Congress simply 

cannot be taken seriously when it asks 
for sacrifice if we are not willing to 
push as hard as we can to prevent peo
ple from ripping off the system. 

Let me give you some brief examples 
of the rampant problems we face in 
this area: 

In 1993, in my home town of Miami 
Lakes, FL, the Office of the Inspector 
General reviewed 100 claims for Medi
care reimbursement by a home health 
agency. About out-fourth of these 
claims did not meet Medicare guide
lines in that they either were unneces
sary, not reasonable, or not provided at 
all. The home health agency made $8.5 
million in claims, $1.2 million did not 
meet the reimbursement guidelines. 

Two years ago, I spend a day working 
in the U.S. Attorney's Office in South 
Florida . There I learned that it is easi
er to get a provider number under 
Medicare than it is to get a Visa card. 
It is easier to get a blank check signed 
by Uncle Sam than it is to get a house
hold credit card. 

Mr. President, we cannot repair the 
Medicare Program without first crack
ing down on fraud and abuse. Those 
who play by the rules should not have 
to suffer .at the hands of cheats and 
swindlers, and this Congress should put 
an end to the conditions in which 
cheats and swindlers thrive. 

I would like to thank Chairman ROTH 
for including many of the Medicare 
anti-fraud proposals contained in bi
partisan legislation I introduced with 
Senator MACK and Senator BAUCUS last 

·month, including mandating that pro
viders post a $50,000 surety bond to par
ticipate in the Medicare program. 

While a $50,000 bond is relatively in
expensive to post for scrupulous con
tractors, at a cost of about $500, the re
quirement has achieved tremendous re
sults in my State. Since implementa
tion of the requirement, the " fly-by
night" providers have scattered like so 
many roaches when the lights are 
turned on. 

Durable Medical Equipment Sup
pliers have dropped by 62 percent, from 
4,146 to 1,565; home health agencies 
have decreased by 41 percent, from 738 
to 441; providers of transportation serv
ices have disenrolled from the State 's 
Medicaid program in droves- from 1, 759 
to 742, a drop of 58 percent. Fewer pro
viders bilking the State 's Medicaid 
Program is projected to save over $192 
million over the next 2 years in Flor
ida. 

Mr. President, we have expanded the 
surety bond requirement not only to 
Medicare in this bill- but the Finance 
Committee also adopted my amend
ment t o expand this requirement to 
Medicaid. 

This is just one of the many anti
fraud provisions included in this budg
et. I want to reiterate my thanks to 
Chairman ROTH for his willingness to 
take a tough stance to ensure that 
Medicare and the State Medicaid Pro-

grams are run efficiently, without the 
graft we have seen overrun the pro
grams in recent years. 

Finally, Mr. President, we must do as 
much as we possibly can to ensure that 
our seniors receive preventive care
"health care" not "sick care. " 

In the long run, we stand to save bil
lions of dollars by providing early, reg
ular, and preventive medical care, as 
opposed to acute, reactive, emergency 
care. It is both fiscally and physically 
prudent to prevent sickness before the 
fact and not after. 

We can start by covering colon can
cer screenings under Medicare. We can 
save millions of dollars-and millions 
of lives- by detecting and treating this 
cancer in its early stag·es. Colon cancer 
is the second most frequent cancer 
killer in America, causing 55,000 deaths 
each year. But while it is estimated 
that screening and early detection and 
intervention could eliminate up to 90 
percent of these deaths, Medicare does 
not currently pay for these preventive 
measures. 

Colon cancer screenings cost only 
$125-$300 apiece, and patients diagnosed 
through early detection have a 90 per
cent chance of survival. But if a pa
tient isn't diagnosed until symptoms 
develop, the chance of survival drops to 
a mere 8 percent. Care for treatment in 
such cases can cost up to $100,000. The 
cost of not covering colon cancer 
screenings- in lives and in dollars- is 
unacceptable. 

It is also imperative that we elimi
nate co-payments for mammography. 

. According to a 1995 study in the New 
England Journal of Medicine, women in 
the Medicare Program who have to pay 
some of the cost of mammography are 
far less likely to actually undergo the 
procedur e . Only 14 percent of those 
women who had to make some kind of 
cash payment actually had a mammo
gram. In contrast, among women who 
had some kind of insurance to supple
ment their Medicare benefits, 43 per
cent had mammograms. Lack of sup
plemental coverage should not be a 
barrier to necessary and ultimately 
cost-saving medical treatment. Mam
mography should not be a luxury. It is 
a necessity. 

Mr. President, another necessary pre
ventive measure is Bone Mass Measure
ment, the pr ocedure which detects 
Osteoporosis. 

Osteoporosis is a debilitating bone 
disease which afflicts 28 million Ameri
cans and causes 50,000 deaths each 
year. Eighty percent of its victims are 
women. 

Osteoporosis fracture patients cost 
Medicare $13.8 billion a year. This cost 
is projected to reach $60 billion by the 
year 2020 and $240 billion by the year 
2040 if medical research has not discov
ered an effective treatment. We can 
curb these skyrocketing costs by pro
viding Medicare coverage of bone mass 
measurement. 
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Because we now have access to drugs 

which can slow the rate of bone loss, 
early detection is our best weapon in 
the fight against Osteoporosis. It is 
only through early detection that we 
can thwart the progress of the disease 
and initiate preventive efforts to stop 
further loss of bone mass. 

In order to ensure that we detect 
bone loss early, we need to ensure that 
older women have coverage for bone 
mass tests. Unfortunately, coverage of 
bone mass measurement is inconsistent 
from state to state. Qualifications for 
testing, and the frequency of testing, 
differ from carrier to carrier and region 
to region. The current system is con
fusing and inequitable. Medicare Bone 
Mass Measurement Coverage should be 
covered uniformly in all states. 

Diabetes, with its tremendous finan
cial and human toll, also deserves 
greater protection under Medicare. By 
providing for Medicare coverage of 
blood glucose monitoring strips and 
outpatient self-management training 
services, we can expect to see signifi
cant reductions in complications and 
expensive treatments. 

Coverage of test strips and self-man
agement training services will allow 
people with diabetes to care for their 
own individual needs. In so doing, they 
can better prevent complications such 
as blindness, kidney failure and heart 
disease. 

Mr. President, this budget agreement 
is smart. It cracks down on fraud and 
abuse. It makes medical goods and 
services cheaper. And it promotes pre
ventive health, saving millions of lives 
and billions of dollars. 

These are necessary and long overdue 
measures, and I thank my colleagues 
who have supported them. 

MEDICARE SUBVENTION 
Mr. KEMPTHORNE. Mr. President, 

today I join my colleagues in support 
of Medicare subvention. I want to 
thank Chairman ROTH and the Finance 
Committee for including this impor
tant demonstration project in the bill 
now before the Senate. After 4 years, I 
believe that it is high time the Con
gress enact Medicare subvention. This 
project is part of the solution toward 
providing military retirees the quality 
health care they deserve. For these 
reasons, I strongly urge my colleagues 
to support Medicare subvention. 

Mr. President, the Medicare portion 
of the reconciliation bill now before us 
on the floor includes two demonstra
tion projects for Medicare subvention. 
The first will reimburse the Depart
ment of Veterans Affairs with funding 
from the Medicare Program for heal th 
care services provided to targeted 
Medicare-eligible veterans. The second 
demonstration project, Mr. President, 
will offer military retirees over the age 
of 65 the option to use familiar medical 
treatment facilities , with Medicare re
imbursing the Department of Defense. 

Mr. President, in my opinion, these 
two solutions will address the frustra
tions many of our veterans endure 
after serving their country so honor
ably. Subvention gives America's vet
erans an option to choose the best pos
sible medical care available . I urge my 
colleagues to support the Medicare sub
vention demonstration project with the 
hopes that this year we will pass this 
cost-saving, commonsense solution to 
some of the health care needs of our 
Nation's veterans. 

Ms. MOSELEY-BRAUN. Mr. Presi
dent, the legislation pending before the 
Senate is designed to provide sufficient 
savings to implement the balanced 
budget blueprint we passed last month. 
While the balanced budget plan set the 
broad framework for balancing the 
budget by 2002, it was up to the various 
committees to implement this plan. 
This bill combines recommendations 
frorri eight Senate panels, including 
changes in Medicare , Medicaid, and 
spectrum auctions. I commend the 
committees for their work thus far be
cause many of the provisions in the 
Balanced Budget Act of 1997 are long 
overdue steps in the right direction. It 
is clear that unless we get our deficit 
under control , we will be leaving our 
children- and our children's children
a legacy of debt that will make it im
possible for them to achieve the Amer
ican Dream. 

The best news about this plan is that 
it will help balance the Federal budget. 
More work however, needs to be done 
to meet our obligations to future gen
erations of Americans, to invest in peo
ple, and to protect their retirement se
curity. Every generation of Americans 
has addressed and resolved challenges 
unique to their time. That is what 
makes our country great. Now is the 
time to take steps toward ensuring 
that our generation will honestly ad
dress its needs so that future genera
tions will have at least the same oppor
tunity. Our generation should leave no 
less than we inherited. 

This is not a perfect bill before us 
today. My colleagues and I on the Fi
nance Committee held several mara
thon sessions last week in order to 
craft a large part of this legislation. I 
think we reached agreement on a pack
age of provisions about which everyone 
has some objections but also, all the 
members of the Finance Committee 
were able to support in the end. This 
unanimous support for the bill is a 
complete change from the Balanced 
Budget Act of 1995 and a testament to 
the leadership of Senators ROTH and 
MOYNIHAN. I want to congratulate my 
colleagues for working together in a bi
partisan fashion aimed at not only im
proving the Medicare and Medicaid 
programs but also the Nation as a 
whole. 

I am however, particularly concerned 
about several provisions included in 
the bill. The first is the impact of in-

creasing the Medicare eligibility age to 
67. This provision will have a negative 
effect on millions of Americans. Many 
businesses and employees plan their re
tirement and heal th coverage around 
eligibility for Medicare. Increasing the 
age to qualify will exacerbate the ex
isting problem of being uninsured 
among people age 55 to 65. Given our 
goal during this Congress of increasing 
health coverage for vulnerable popu
lations- through the kids health care 
and allowing the disabled to buy into 
Medicaid- this provision moves in the 
wrong direction. 

Similarly, the proposed fourfold in
crease in the Medicare deductible for 
some beneficiaries is particularly prob
lematic. I voted against this provision 
in the Finance Committee because I do 
not think the issue was sufficiently 
considered nor were we given the kind 
of impact analysis that is essential be
fore making a decision of such mag
nitude. Such a significant increase in 
the deductible is essentially a tax on 
the sickest seniors. Those people who 
have to use the doctor more are the 
only ones who will incur the increased 
costs. Any deterred utilization of serv
ices will likely be the result of a senior 
deciding between needed health serv
ices or other expenses that must come 
from their fixed income. 

Furthermore, we have to be careful 
before preceding down this road. Means 
testing stands to erode support for the 
Medicare Program. We all have wit
nessed the backlash against so called 
welfare programs over the past 2 years. 
We must not allow Medicare to become 
regarded as tr an sf er program solely for 
the poor. Americans pay into Medicare 
and expect to have the insurance when 
they retire. We already make wealthier 
Americans pay more in Medicare pay
roll taxes. It does not seem appropriate 
to be so hasty in increasing their cost
sharing obligations for the program as 
well. 

I also think that the Finance Com
mittee went too far in its zeal to in
crease managed care enrollment in 
rural areas. This by no means suggest 
that I do not support enhanced man
aged care in rural areas- the majority 
of my State is rural. However, essen
tially freezing payment rates in high 
cost area, which coincidentally also 
have the overwhelming majority of ex
isting managed care enrollment, in 
order to increase payment rates in 
rural areas may have the reverse ef
fect. The committee bill contains so 
many incentives for rural areas that 
we may erode existing managed care 
enrollment and extra benefits that 
many health plans offer like prescrip
tion drugs and eye glasses. I hope that 
a more appropriate balance between 
encouraging managed care in under
served areas and maintaining existing 
enrollment can be achieve in the con
ference with the House. 

On the other hand, there are a num
ber of good aspects of this legislation. 
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Increased choice for Medicare bene
ficiaries through the development of 
Provider Sponsored Organizations and 
the removal of teen parents from the 
limit on vocational education under 
the welfare program are just two exam
ple of very meaningful policy changes 
included in this bill. Removing teen 
parents from the vocational education 
limit will facilitate states' promotion 
of education for 240,000 additional indi-

. viduals as a means of moving perma
nently from welfare to work. 

The legislation would also cover dia
betes self management training, 
colorectal cancer screenings, and mam
mography screens without copayment 
obligations. This investment in mam
mograms without a copayment obliga
tions will benefit over 2 million 
women. Mr. President, S. 947 protects 
the vitally important Early Periodic 
Screening Diagnostic and Treatment 
[EPSDTJ benefits for children under 
Medicaid. Despite requests from Gov
ernors to diminish the benefit package 
for children, this bill does not allow it 
to occur. Similarly, the legislation pro
tects disproportionate share funding 
for those hospitals that treat large vol
umes of indigent patients and are over
ly burdened by uncompensated care. 

I am certain that members on both 
sides of the aisle believe that this bill 
can be improved and there are a num
ber of proposed amendments to do so; a 
number of which I plan to support. I 
hope that this body can get through 
this process in the same bipartisan 
fashion displayed in the Finance Com
mittee. Chairman ROTH said it best 
both in the Committee and on the Sen
ate floor, that no one got everything 
but everyone got something that they 
wanted in this bill. That I believe , is 
the true mark of legislation through 
consensus. 

As I said at the outset, this bill takes 
several steps in the right direction
the direction of a balanced budget. 
However, Congress must not only look 
at the 5 and 10 year effect of the poli
cies we enact or rest on the laurels this 
package. We need to look to the future 
and continue to reform programs in a 
fashion that maintain a balanced budg
et. The worse thing that we could do is 
not act again for another 60 years. 
Long-range economic forecasts are no
toriously unreliable , but our long
range demographic changes are a re
ality that cannot be ignored. The retir
ing baby-boom generation will place 
considerable strain on our public sys
tems. This budget bill only extends 
Medicare solvency through 2007- not 
even to the point at which the baby
boomers begin to retire. The longer we 
wait to enact more substantive pro
gram changes, the greater the threat 
to the viability of the Medicare Pro
gram. 

Our actions now will impact future 
generations-our grandchildren and 
great grandchildren. We have to re-

mind ourselves to look beyond the next 
5 to 10 years. I am not suggesting that 
we not celebrate being on the brink of 
a victory-balancing the budget for the 
first time in 60 years. I am simply 
stressing that Congress cannot retreat 
from i t s commitment to ensuring that 
future generations will have at least 
the saw.e opportunity as we and our 
parents. Our generation should not 
leave no less than we inherited. 

Mr. DOMENIC!. Mr. President, I 
think what both sides are waiting for 
now is to prepare all of the amend
ments that we are going to offer en 
bloc in an appropriate unanimous con
sent request-both Senator LAUTEN
BERG and myself. So the time is going 
to be much to our advantage because 
we will not be here very long after we 
get started on that. 

Mr. President, when we first started 
negotiating with the President of the 
United States, the Republican and 
Democratic leadership, the Budget 
Cammi ttee chairman and some others 
asked how are we going to get through 
these contentious issues? Some Repub
licans on our side said how will we be 
sure what we get done will be signed by 
the President? That had to do with the 
reconciliation bill that we are going to 
finish t omorrow about noon, it had to 
do with the tax bill, it had to do with 
the 13 appropriations bills. 

My st ock answer was it seems to me 
what we have learned over the past 4 
years is that the best way to get that 
done is to have the proposals done in a 
bipartisan manner. That is, send to the 
President proposals that are both Re
publican and Democratic in terms of 
the par ty affiliation of those who sup
port it. 

From what I gather, at least in the 
U.S. Senate, the epitomy of that is 
Senator ROTH and his chairmanship, 
with his ranking member, Senator 
MOYNIHAN. For even today, on almost 
all of the amendments that the Fi
nance Committee either offered or 
were challenged on, almost every mem
ber of the Democratic Party voted 
for-not all, but almost all-and you 
saw the results. Some of the issues 
that we were never able to do before in 
a reconciliation bill following a budget 
resolution were done today and they 
were done with overwhelming votes. 

The general understanding in this 
place that contentious, difficult mat
ters would never clear the point of 
order under the waiver because it re
quires 60 votes was dispelled today be
cause of the bipartisan nature of the 
results desired. I believe that will hold 
true. I am hopeful when we go to con
ference that the same thing will hap
pen, tha t the distinguished chairman of 
the Finance Committee, who has most 
of these matters even if he splits it up 
into subcommittees, that it will come 
out of there bipartisan and we will con
tinue to work with the President. 

We want to tell the White House that 
we know the bill which will be cleared 

tomorrow is deficient in at least two 
places and we will have to fix those in 
conference because we cannot fix them 
here today. We will tomorrow in an 
amendment to be offered by Senator 
McCAIN, Senator LOTT, and myself, at
tempt to bring the revenues to be re
ceived from spectrum closer to the 
mandate in the reconciliation bill. We 
are hopeful everyone will support us on 
that. It will be short by a bit. 

Unless other things mesh out when 
we go to conference, we will be short 
the balanced budget by a couple of bil
lion dollars in the last year. We will 
work very hard on that in conference 
to try to fix it. 

I look forward to the same thing hap
pening. In fact, some said, how are we 
going to be sure we do not g·et Govern
ment closure on the appropriations 
bills when the President vetoes the 
bills and we close down Government, 
and my response to most, there is no 
magic to it. We will not be able to do 
it by some kind of statute. We tried 
that. Obviously, it didn 't work. I said 
the best way to do it is to have bipar
tisan appropriations bills that have 
been worked on in an effort to meet the 
agreement which the President joined 
us on and where there was no joinder 
because it was not required, that the 
contents be at least bipartisanly sup
ported. 

Now, our chairman is trying to do 
that in appropriations. If that con
tinues, I think two things result: We 
get it done; and second, the American 
people praise us for it because I believe 
that is exactly what they want us to 
do. 

Frankly, that does not mean we have 
to give away our philosophy or our 
ideas. In many instances it will take a 
long time to get where we want to go. 
I assume the Democrats are saying the 
same thing on their side, wondering 
when they will take over again and be 
able to move it in their direction. None 
of it will occur in 1 year. It will take 
longer. We will get only part of what 
we want. 

The tax cuts are not sufficient when 
you take into consideration the huge 
burden imposed on our people, but we 
also, some of us, recognize we are also 
spending a lot of money and as we di
minish that spending and decrease it , 
maybe we can have even more tax cuts 
in years to come. I hope so. 

So that is the way I understand what 
is going on. I feel good about it and, in 
particular, the support that was so bi
partisan on many critical issues here 
today. If that can continue, I am al
most positive we will end up in early 
October g"iving the American people 
one of the best legislative sessions with 
one of the most significant accomplish
ments in modern legislative history. 

Staff is copying the lists so we can do 
the amendments en bloc, but one 
amendment that did not get into that 
is one by Senator ABRAHAM. 
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AMENDMENT NO. 456 

(Purpose: To extend the moratorium 
regarding HealthSource Saginaw) 

Mr. DOMENIC!. Mr. President, I send 
the Abraham amendment to the desk 
and ask that it be read so it will qual
ify for tomorrow's stacking. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

ICI] for Mr. ABRAHAM for himself and Mr. 
LEVIN, proposes an amendment numbered 
456. 

Mr. DOMENIC!. I ask unanimous 
consent that the reading of the amend
ment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
SEC. . EXTENSION OF MORATORIUM. 

Section 6408(a)(3) of the Omnibus Budget 
Reconciliation Act of 1989, as amended by 
section 13642 of the Omnibus Budget Rec
onciliation Act of 1993 is amended by strik
ing " December 31, 1995" and inserting "De
cember 31, 2002. " . 

UNINSURED CHILDREN 
Mr. COATS. Mr. President, because 

we are waiting, already after a long 
day, but because we are waiting for 
some material to come back, if I could 
ask the chairman of the Budget Com
mittee a question that I raised at 
lunch. I know that the Budget Com
mittee deliberated at great length on 
the issue of providing insurance for un
insured children and that after that de
liberation, on a bipartisan basis, it was 
determined that a $16 billion chunk of 
money for the 5-year budget plan be set 
aside to address that problem. Many of 
us applauded the work of the chairman 
and others in not only that but in put
ting the entire budget together. 

Having said that, I am aware that we 
will be addressing the second phase of 
reconciliation and a decision on the 
part of the Finance Cammi ttee to add 
an additional $8 billion for that pro
gram in a block grant to the States. I 
am also aware of the fact there may be 
an amendment offered that may add to 
that an additional $8 billion, raising 
the total to double or more of what the 
Budget Committee decided. 

I am wondering if either the chair
man of the Budget Committee or the 
chairman of the Finance Committee 
can explain to me what changed? What 
was necessary? Why was it necessary? 
What new facts came to light that re
quired the additional $8 billion, at 
least? 

I know we will be debating this issue, 
and I do not mean to take up time this 
evening to debate it. We will debate it 
under the tax bill. But in the interim, 
I wonder if we can discuss that a little 
bit so this Senator can better under
stand what it is we are attempting to 
do. 

Mr. DOMENIC!. Mr. President, let me 
try for a couple of minutes, and if Sen
ator LAUTENBERG would like to chime 

in, and obviously the distinguished 
chairman of the Finance Cammi ttee is 
here. 

I think it is fair to say, for starters, 
that the issue of uninsured children
that is, children without any health in
surance-has been a longstanding 
issue. But in all honesty, it has only 
become an issue that has beenelooked 
at diligently in an effort to see how 
you might change the way we were 
doing things this year. 

As a matter of fact, it is very inter
esting, if uninsured children as a class 
were a big insurable group, it is inter
esting to note that you could not buy 
heal th insurance for children. In other 
words, if some State had decided, 
" Let 's go ask Aetna or somebody else, 
do you have an insurance policy we can 
buy just to insure kids?" it is within 
the last 6 months, I understand, that 
for an exclusive child health care in
surance policy-it is a very short-lived 
instrument that exists. For starters, 
nobody knew exactly what it would 
cost. 

There were two other things that 
came into the discussion, and that was 
there are at least two ways, maybe 
three, of getting insurance. One was to 
expand the Medicaid system, which 
will cover some of these uninsureds in 
any event, but to expand it further so 
that it would encompass more. That 
amount was estimated by those who do 
that kind of work. But there were not 
really any real estimates on if you did 
it the second way, which was to let the 
States either provide it or buy insur
ance for them-those numbers were not 
readily available. 

So some will say that the $16 billion 
was too much. In fact, one of our Sen
ators who has studied it diligently be
lieves you could cover all the 
uninsureds for less than $16 billion. 
Others say when you are finished with 
the $16 billion, there will still be some 
that are not covered. I do not believe a 
magic formula was arrived at in the Fi
nance Committee. I believe there are 
those who said not enough prevailed. 
They found a source of money in a 
compromise cigarette tax-$8 billion 
out of the total of $20 billion in revEi
nues from that was used for that one 
function. 

Now, frankly , I'm hopeful for myself, 
I'm very pleased we did not go the Med
icaid route. Neither the House bill nor 
the Senate bill made it singularly a 
mandate that you cover the children 
under expanded Medicaid. In both 
bills- in the Senate bill they are al
lowed the option of taking a block 
grant to be administered by the States, 
and that is one of the amendments that 
was around here tonight-what kind of 
coverage would that be? 

I am hopeful when we are finished 
and get this implemented that we will 
see to it that we are able to measure 
what we are doing with that money and 
how well we have covered .people. It 

may very well be-al though for Gov
ernment money, I doubt it, because 
whenever you put it out there I assume 
it will get spent-but I am hopeful if it 
is more than necessary, we will not 
spend it, although I assume that might 
not happen. That is the best I have. 

Mr. COATS. I thank the chairman. Of 
course, he put his finger on my con
cern, and that is that before we have 
identified the scope of the problem and 
the resources necessary to address the 
scope of the problem, we have set aside 
a chunk of money, a very significant 
chunk of money, $24 billion. I just won
der where that figure came from and 
what it is based up.on, because as the 
Senator from New Mexico has just said 
and we all know, once the money is 
made available, those who are bene
ficiaries of the money, whether it is 
the States or whether we put it in Med
icaid or wherever we put it, they will 
find a way to spend it. 

I do not think anybody is arguing 
that we do not want to address the 
issue of uninsured children, but I think 
what we were arguing is we want to do 
it in a responsible way, a way that is 
responsible to the taxpayers so that we 
do not just arbitrarily come up with a 
number without knowing the scope of 
the problem and what dollar amount 
needs to be applied to that. 

So my question really goes to the ra
tionale that was used in arriving at the 
$16 billion initially by the Budget Com
mittee. I assume they had significant 
debate and research into that in arriv
ing at that figure, but what has 
changed from that point forward on the 
Finance Committee? What new infor
mation did they learn that was not 
available to the Budget Committee 
that caused the Finance Committee to 
raise that figure by $8 billion? Was it 
simply the availability of additional 
tax money through an identified tax 
and a decision to divide it up and throw 
$8 billion here and $4 billion there and 
whatever, or was there a specific ra
tionale or new piece of information 
that came forward that said, "No, we 
were short when we made our Budget 
Committe·e estimate. We now need to 
put in an additional $8 billion to cover 
the problem that we have identified" ? 

That goes to the nature of my ques
tion. That clearly is something that we 
need to debate in the tax bill. I do not 
want to hold up the proceedings here 
this evening. 

Mr. ROCKEFELLER. Will the Sen
ator yield? 

Mr. COATS. I am happy to yield to 
the Senator from West Virginia. 

Mr. ROCKEFELLER. Mr. President, I 
don't pretend to speak for the chair
man of the Finance Committee , but I 
think it would be helpful to the Sen
ator's concern by expressing this. 

There are 10 million uninsured chil
dren in this country, and that was 
deemed to be unacceptable. The first 
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approach was to try and insure 5 mil
lion children. That is what the $16 bil
lion was for, to try to get the first 5 
million uninsured children covered. 
This came from the Senator's side of 
the aisle in the Finance Committee. 
We thought that maybe we could go be
yond that and approach beyond 5 mil
lion. But to be quite honest, I think as 
we have gone our way through this 
process, we have come to understand 
that we can' t judge exactly what the 
States are going to do and we can't be 
entirely sure. So the CBO is now begin
ning to give us figures that suggest we 
won't be able to reach the 5 million 
children mark, perhaps even with both 
the $16 billion and the $8 billion pro
gram. But then again, we are not sure. 
But we know we have to try because 
having uninsured children is not ac
ceptable in America. It is not a ques
tion of throwing money at a problem or 
suddenly a discovery of a new source of 
money. There was simply the desire 
that we ought to get health insurance 
to the 10 million children who do not 
have it. We worked within the Finance 
Committee to try to accomplish that. 

Mr. COATS. I thank the Senator. As 
the Senator from West Virginia knows, 
we had debate on that during the pro
posal offered by Senator KENNEDY ear
lier, which was defeated. But there was 
significant disagreement on the floor. I 
don't know the answer, as to the num
ber of uninsured children, cost policies 
to insure those children, or the best 
mechanism to use. Even the charts 
that the Senator from Utah had desig
nating the number of uninsured chil
dren and the charts that the sponsor of 
the bill, Senator KENNEDY from Massa
chusetts, had at the same time they of
fered the bill; the two charts were off 
by several million, in terms of the 
number of uninsured children. So even 
the sponsors of the bill hadn't coordi
nated the numbers or checked with 
each other relative to how many unin
sured children existed. We learned that 
three-point-some million of the chil
dren were covered under the existing 
Medicaid Program and several million 
of these children were temporarily un
insured, not full-time uninsured, be
cause their parents were in and out of 
employment. And, normally, in em
ployment you get a family policy that 
covers dependents. 

So I was confused as to what the 
total number was, how many were in
sured, and what mechanisms we ought 
to put in place and, more important, 
how we ought to derive a number. Ob
viously, we all want to be responsible 
with the taxpayers' dollars and, at the 
same time, provide the important cov
erage. I wasn't able to get an answer 
where there is some unanimity regard
ing the number of children, who is cov
ered, who needs to be covered, how long 
they need to be covered, what the cost 
of the policy is to cover them. And it 
seemed to me that we were pursuing a 

problem by addressing a solution de
signed in terms of the amount of 
money available, not necessarily in 
terms of the specifics of the problem. 

Mr. ROCKEFELLER. If the Senator 
will further yield, I simply say that I 
really don't think this was a money 
chase where, in trying to find a solu
tion, they had to go find the problem. 
The problem was there. One of the 
most outstanding problems, which is 
vexatious, is there are 3 million chil
dren out there right now who are eligi
ble for Medicaid, but their families do 
not know; they do not know that they 
are in fact eligible for Medicaid. So 
part of the problem was, how do you 
find, through various public and State 
agencies, those 3 million children 
across the country who are already eli
gible? 

Mr. COATS. I ask the Senator, if we 
could not find them before under exist
ing State-run programs, how are we 
going to find them now under State 
block grant programs? 

Mr. ROCKEFELLER. I say to the 
Senator up front, the Senator is asking 
for kind of an exactitude in an area 
where exactitude is really very dif
ficult, which is the whole area of the 
uninsured-how much it would cost? 
Where are they? How long will they be 
on Medicaid or insurance? When will 
they go off? Does the State know about 
it? Will the State, under a block grant 
money program, take children already 
on Medicaid and substitute that 
money, thus freeing the other money? I 
can't worry about that. 

I have faith in the chairman of the 
Finance Committee. I think this was a 
bipartisan decision to do something 
about a problem that has been with us 
throughout our history, which is no 
longer deemed acceptable. The Senator 
is entirely correct when he says there 
are no simple answers. I want to assure 
the Senator-because I sat through, ob
viously, all the Finance Committee 
meetings, both public and private
there was never an attempt to sort of 
grab at money for the purpose of say
ing let 's put that toward health insur
ance for children. It was a sense that 
we have a real problem here and we 
want to try to address it as responsibly 
and carefully as possible. That was fol
lowed by a bipartisan discussion and 
agreement. 

Mr. COATS. I thank the Senator. I 
don't want to hold up the proceedings 
here this evening. I am happy to yield 
to the chairman. 

Mr. ROTH. I will make one comment 
regarding the fig·ures as to what it 
costs to cover children. What we did in 
committee is agree that there should 
be outreach, that we do want to ensure 
that all children that are not currently 
insured have the opportunity of having 
such insurance. But there is a lack of 
precision in the information, and that 
essentially creates the problem. I think 
all you have to do is listen to the dis-

cussion that we are having here this 
evening and it shows you that you 
don't have hard figures on this. But it 
was agreed upon, in a bipartisan way, 
that we wanted to develop a program 
that would assure all children health 
care with the enactment of this legisla
tion. 

Mr. COATS. I wonder if I can ask the 
chairman one last question? 

Mr. ROTH. Yes. 
Mr. COATS. If it is an undefined fig

ure, or at least a loosely defined fig
ure-going back to a question the 
chairman of the Budget Committee 
raised-is there a provision, or will 
there be a provision in the law that 
would give us the ability to monitor or 
audit the State response and return of 
excess funds if States meet their unin
sured children's needs, but have money 
left over from the block grant; is there 
a basis upon which we can return that 
money and use it for, obviously, other 
important needs? 

Mr. ROTH. Well, I think there is an 
accountability in the program. There 
was considerable discussion about 
wanting to make certain that these 
funds were spent by the States for the 
purpose of children's health insurance. 
So, yes, we did ensure that that had to 
be used for that purpose. 

Mr. COATS. I thank the Senator. I 
will be happy to get those materials 
from the staff and continue to work 
with him on this question. 

I yield the floor. 
Mr . . DOMENIC!. Mr. President, I 

thank Senator COATS very much for 
the colloquy this evening. I think it 
was very helpful. I am sorry, from my 
standpoint, that I can't be more tech
nical on the amendment. I believe 
there is a lot of objectivity that is 
lacking, and I am sure that is going to 
evolve with time. Your question seems 
to be very relevant and germane to a 
serious problem. 

Mr. President, I believe on our side, 
and soon to be followed on the Demo
cratic side, we are prepared to ask 
unanimous consent that a series of 
amendments be in order for tomorrow's 
stacked event that we have spoken of. 

I have an amendment that has been 
agreed to on both sides. This amend
ment is made on behalf of Senator 
HARKIN and Senator MCCAIN. 

AMENDMENT NO. 457 
(Purpose: To reduce health care fraud, waste, 

and abuse) 
Mr. DOMENIC!. Mr. President, I send 

an amendment to the desk on behalf of 
Senators HARKIN and McCAIN and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

IC!], for Mr. HARKIN, for himself and Mr. 
MCCAIN, proposes an amendment numbered 
457. 

Mr. DOMENIC!. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 
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The PRESIDING OFFICER. Without 

objection, it is so ordered. 
The amendment is as follows: 
At the end of the bill, add the following: 

SEC. . IMPROVING INFORMATION TO MEDICARE 
BENEFICIARIES. 

(a) CLARIFICATION OF REQUIREMENT To PRO
VIDE EXPLANATION OF MEDICARE BENEFITS.
Section 1804 of the Social Security Act (42 
U.S.C. 1395b-2) is amended by adding at the 
end the following new subsection: 

"(c)(l) The Secretary shall provide a state
ment which explains the benefits provided 
under this title with respect to each item or 
service for which payment may be made 
under this title which is furnished to an indi
vidual, without regard to whether or not a 
deductible or coinsurance may be imposed 
against the individual with respect to such 
item or service. 

"(2) Each explanation of benefits provided 
under paragraph (1) shall include--

"(A) a statement which indicates that be
cause errors do occur and because medicare 
fraud, waste and abuse is a significant prob
lem, beneficiaries should carefully check the 
statement for accuracy and report any errors 
or questionable charges by calling the toll
free phone number described in (C). 

(B) a statement of the beneficiary's rights 
to request an itemized bill (as provided in 
section 1128A(n)); and . 

"(C) a toll-free telephone number for re
porting errors, questionable charges or other 
acts that would constitute medicare fraud, 
waste, or abuse, which may be the same 
number as described in subsection (b).". 

(b) REQUEST FOR ITEMIZED BILL FOR MEDI
CARE ITEMS AND SERVICES.--

(1) IN GENERAL.-Section 1128A of the So
cial Security Act (42 U.S.C. 1320a-7(a) is 
amended by adding at the end the following 
new subsection: 

'' (m) WRITTEN REQUEST FOR ITEMIZED 
BILL.--

"(1) IN GENERAL.-A beneficiary may sub
mit a written request for an itemized bill for 
medical or other items or services provided 
to such beneficiary by any person (including 
an organization, agency, or other entity) 
that receives payment under title XVIII for 
providing such items or services to such ben
eficiary. 

"(2) 30-DAY PERIOD '1'0 RECEIVE BILL.--
" (A) IN GENERAL.-Not later than 30 days 

after the date on which a request under para
graph (1) has been received, a person de
scribed in such paragraph shall furnish an 
itemized bill describing each medical or 
other item or service provided to the bene
ficiary requesting the itemized bill. 

"(B) PENALTY.-Whoever knowingly fails 
to furnish an itemized bill in accordance 
with subparagraph (A) shall be subject to a 
civil fine of not more than $100 for each such 
failure. 

"(3) REVIEW OF ITEMIZED BILL.--
"(A) IN GENERAL.-Not later than 90 days 

after the receipt of an itemized bill furnished 
under paragraph (1), a beneficiary may sub
mit a written request for a review of the 
itemized bill to the appropriate fiscal inter
mediary or carrier with a contract under sec
tion 1816 or 1842. 

"(B) SPECIFIC ALLEGATIONS.-A request for 
a review of the itemized bill shall identify

"(i) specific medical or other items or serv
ices that the beneficiary believes were not 
provided as claimed, or 

"(ii) any other billing irregularity (includ
ing duplicate billing). 

"(4) FINDINGS OF FISCAL INTERMEDIARY OR 
CARRIER.-Each fiscal intermediary or car
rier with a contract under section 1816 or 

1842 shall, with respect of each written re
quest submitted to the fiscal intermediary or 
carrier under paragraph (3), determine 
whether the itemized bill identifies specific 
medical or other items or services that were 
not provided as claimed or any other billing 
irregularity (including duplicate billing) 
that has resulted in unnecessary payments 
under title XVIII. 

"(5) RECOVERY OF AMOUNTS.-The Secretary 
shall require fiscal intermediaries and car
riers to take all appropriate measures to re
cover amounts unnecessarily paid under title 
XVIII with respect to a bill described in 
paragraph (4).". 

"(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to medical or other items or services pro
vided on or after January 1, 1998. 
SEC. PROHIBITING UNNECESSARY AND WASTE

FUL MEDICARE PAYMENTS FOR CER
TAIN ITEMS. 

Section 186l(v) of the Social Security Act 
is amended by adding at the end the fol
lowing new paragraph: 

"(8) ITEMS UNRELATED TO PATIENT 
CARE-.Reasonable costs do not include 
costs for the following: 

(1) entertainment; 
(ii) gifts or donations; 
(iii) costs for fines and penalties resulting 

from violations Federal, State or local laws; 
and, 

(iv) education expenses for spouses or other 
dependents of providers of services, their em
ployees or contractors. 
SEC. -. REDUCING EXCESSIVE BILLINGS AND 

UTILIZATION FOR CERTAIN ITEMS. 

Section 1834(a)(l5) of the Social Security 
Act (42 U.S.C. 1395m(a)(l5)) is amended by 
striking " Secretary may" both places it ap
pears and inserting " Secretary shall". 

The PRESIDING OFFICER. Without 
objection, amendment No . 457 is agreed 
to. 

The amendment (No. 457) was agreed 
to. 

AMENDMEN'l'S NOS. 458 THROUGH 474 

Mr. DOMENIC!. I ask unanimous 
consent that it be in order for me to 
offer a package of amendments on be
half of various Senators so that they 
would qualify under the consent agree
ment. 

The amendments offered are as fol
lows: 

Two amendments on behalf of Sen
ator HELMS; two amendments on behalf 
of Senator McCAIN; two amendments 
on behalf of Senator JEFFORDS; one 
amendment by Senator BROWNBACK; 
one amendment by Senator ALLARD; 
one by Senator CHAFEE; one amend
ment by Senator GRASSLEY; one by 
Senator KYL; three by Senator SPEC
TER; one by Senator BURNS; one by 
Senator HUTCHISON; one by Senators 
MCCAIN and DOMENIC!. 

I send the amendments to the desk 
and ask unanimous consent that the 
amendments be considered read and be 
numbered accordingly. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendments are as follows: 

AMENDMENT NO. 458 

(Purpose: To provide that, for purposes of 
section 1886(d) of the Social Security Act, 
the large urban area of Charlotte-Gas
tonia-Rock Hill-North Carolina-South 
Carolina be deemed to include Stanly 
County, North Carolina) 
At the appropriate place in division 1 of 

title V, insert the following: 
SEC.-. INCLUSION OF STANLY COUNTY, N.C. IN 

A LARGE URBAN AREA UNDER MEDI
CARE PROGRAM. 

(a) IN GENERAL.-For purposes of section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)), the large urban area of Char
lotte-Gastonia-Rock Hill-North Carolina
South Carolina may be deemed to include 
Stanly County, North Carolina. 

(b) EFFECTIVE DATE.-This section shall 
apply with respect to discharges occurring 
on or after Oct. 1, 1997. 

AMENDMENT NO. 459 

(Purpose: To provide that, for purposes of 
section 1886(d) of the Social Security Act, 
the large urban area of Charlotte-Gas
tonia-Rock Hill-North Carolina-South 
Carolina be deemed to include Stanly 
County, North Carolina) 
At the appropriate place in division 1 of 

title V, insert the following: 
SEC.-. INCLUSION OF STANLY COUNTY, N.C. IN 

A LARGE URBAN AREA UNDER MEDI
CARE PROGRAM. 

(a) IN GENERAL.- For purposes of section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)), the large urban area of Char
lotte-Gastonia-Rock Hill-North Carolina
South Carolina may be deemed to include 
Stanly County, North Carolina. 

(b) EFFECTIVE DATE.-This section shall 
apply with respect to discharges occurring 
on or after Oct. 1, 1997. 

AMENDMENT NO. 460 

(Purpose: To provide for the continuation of 
certain Statewide medicaid waivers) 

On page 844, between lines 7 and 8, insert 
the following: 
SEC. 5768. CONTINUATION OF STATE-WIDE SEC

TION 1115 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section 1115 of the Social 

Security Act (42 U.S.C. 1315) is amended by 
adding at the end the following: 

"(d)(l) The provisions of this subsection 
shall apply to the extension of statewide 
comprehensive research and demonstration 
projects (in this subsection referred to as 
'waiver project') for which waivers of compli
ance with the requirements of title XIX are 
granted under subsection (a). With respect to 
a waiver project that, but for the enactment 
of this subsection, would expire, the State at 
its option may-

"(A) not later than 1 year before the waiv
er under subsection (a) would expire (acting 
through the chief executive officer of the 
State who is operating the project), submit 
to the Secretary a written request for an ex
tension of such waiver project for up to 3 
years; or 

"(B) permanently continue the waiver 
project if the project meets the requirements 
of paragraph (2). 

"(2) The requirements of this paragraph 
are that the waiver project-

"(A) has been successfully operated for 5 or 
more years; and 

"(B) has been shown, through independent 
evaluations sponsored by the Health Care Fi
nancing Administration, to successfully con
tain costs and provide access to health care. 

" (3)(A) In the case of waiver projects de
scribed in paragraph (l)(A), if the Secretary 
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fails to respond to the request within 6 
months after the date on which the request 
was submitted, the request is deemed to have 
been granted. 

"(B) If the request is granted or deemed to 
have been granted, the deadline for sub
mittal of a final report shall be 1 year after 
the date on which the waiver project would 
have expired but for the enactment of this 
subsection. 

"(C) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

"(D) Phase-down provisions which were ap
plicable to waiver projects before an exten
sion was provided under this subsection shall 
not apply. 

"( 4) The extension of a waiver project 
under this subsection shall be on the same 
terms and conditions (including applicable 
terms and conditions related to quality and 
access of services, budget neutrality as ad
justed for inflation, data and reporting re
quirements and special population protec
tions), except for any phase down provisions, 
and subject to the same set of waivers that 
applied to the project or were granted before 
the extension of the project under this sub
section. The permanent continuation of a 
waiver project shall be on the same terms 
and conditions, including financing, and sub
ject to the same set of waivers. No test of 
budget neutrality shall be applied in the case 
of projects described in paragraph (2) after 
that date on which the permanent extension 
was granted. 

"(5) In the case of a waiver project de
scribed in paragraph (2), the Secretary, act
ing through the Health Care Financing Ad
ministration shall, deem any State's request 
to expand Medicaid coverage in whole or in 
part to individuals who have an income at or 
below the Federal poverty level as budget 
neutral if independent evaluations sponsored 
by the Health Care Financing Administra
tion have shown that the State's Medicaid 
managed care program under such original 
waiver is more cost effective and efficient 
than the traditional fee-for-service Medicaid 
program that, in the absence of any managed 
care waivers under this section, would have 
been provided in the State.". 

"(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on the date of enactment of this Act. 

Mr. McCAIN. Mr. President, I rise to 
offer an amendment which would allow 
States to continue offering innovative 
cost effective health care through an 
1115 Medicaid waiver on a permanent 
basis or on a continuous basis for 3 
years. In addition, this measure would 
ensure that State's are given credit for 
the cost savings which they have in
curred by operating an efficient man
aged care Medicaid program. 

Several States have led the way in 
innovation for expanding coverage 
through cost containment. These 
States have not used accounting 
gamesmanship to ask the Federal Gov
ernment to do the job; they have used 
their own resources to revise their pro
grams to expand coverage while reduc
ing both State and Federal costs. 

Among these States is Arizona, Or
egon, Rhode Island, Florida, and Ten
nessee. Any other State operating 
under an 1115 waiver may find herself 
in the same position. 

In Arizona, 72 percent of her voters 
decided last fall that they should cover 
everyone under the poverty line, 
whether man, woman, or child. This 
initiative is the only hope for health 
care coverage for 50,000 men who live 
under the poverty line. Arizona can af
ford to do this because of the success of 
the Arizona statewide managed care 
program. AHCCCS [access] in con
taining cost and providing access to 
care. This has been proven. The satis
faction of Arizona's heal th care pro
viders, members, and taxpayers further 
underscore the success of the program. 

In spite of substantial savings docu
mented by HCF A hired evaluators, doc
umented savings since the program 
began in 1982, more than enough to off
set the cost of expanding coverage, the 
Federal Government won't allow Ari
zona to reinvest the savings it achieved 
over a traditional fee-for-service pro
gram in expanded coverage. Nor will 
HCFA allow the State credit for their 
program's savings over the next 5 
years. 
· Other States have been allowed to 
use the savings managed care achieves 
over a traditional fee-for-service pro
gram in expanded coverage including 
the States of Tennessee, Hawaii, Rhode 
Island, Oregon among others. 

The rationale for treating Arizona 
different from these other States boils 
down to timing. When Arizona's pro
gram began in 1982, HCF A did not use a 
test of budget neutrality for approving 
section 1115 research and demonstra
tion waivers. The budget neutrality re
quirement that is now applied was put 
in place several years later. If Arizona 
had a test of budget neutrality in 1982 
where the baseline was a traditional 
fee-for-service program, then the State 
would be allowed to use its managed 
care savings. Because the requirement 
did not exist, the State is penalized. 

HCF A now indicates that the test of 
budget neutrality is the current, cost
saving, successful AHCCCS program, 
not the traditional fee-for-service pro
gram. 

Arizona should not be penalized for a 
change in Federal guidelines· which oc
curred after the program began. No one 
is questioning whether AHCCCS saved 
the Federal Government millions. Ari
zona, as Tennessee, Hawaii , Rhode Is
land, and any other State with such a 
proven track record, should be allowed 
to use the managed care savings it 
achieved over a traditional fee-for
service program to expand coverage as 
Arizona voters overwhelmingly re
quested. 

AMENDMENT NO. 461 

(Purpose: To provide for the treatment of 
certain Amerasian immigrants as refugees) 
On page 874, between lines 7 and 8, insert 

the following: 
SEC. 5817A. TREATMENT OF CERTAIN AMERASIAN 

IMMIGRANTS AS REFUGEES. 
(a) AMENDMENTS TO EXCEPTIONS FOR REFU

GEES/ASYLEES.-

(1) FOR PURPOSES OF SSI AND FOOD 
STAMPS.-Section 402(a)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A)) 
is amended-

(A) by striking " ; or" at the end of clause 
(11); 

(B) by striking the period at the end of 
clause (iii) and inserting "; or"; and 

(C) by adding at the end the following: 
" (iv) an alien who is admitted to the 

United States as an Amerasian immigrant 
pursuant to section 584 of the Foreign Oper
ations, Export Financing, and Related Pro
grams Appropriations Act, 1988 (as contained 
in section lOl(e) of Public Law 100-202 and 
amended by the 9th proviso under MIGRATION 
AND REFUGEE ASSISTANCE in title II of the 
Foreign Operations, Export Financing, and 
Related Programs Appropriations Act, 1989, 
Public Law 100-461, as amended).". 

(2) FOR PURPOSES OF TANF, SSBG, AND MED
ICAID.-Section 402(b)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A)) 
is amended-

(A) by striking " ; or" at the end of clause 
(ii); 

(B) by striking the period at the end of 
clause (iii) and inserting "; or" ; and 

(C) by adding at the end the following: 
"(iv) an alien described in subsection 

(a)(2)(A)(iv) until 5 years after the date of 
such alien's entry into the United States.". 

(3) FOR PURPOSES OJ<"' EXCEPTION FROM 5-

YEAR LIMITED ELIGIBILITY OF QUALIFIED 
ALIENS:-Section 403(b)(l) of the Personal Re
sponsibility and Work Opportunity Rec
oncUiation Act of 1996 (8 U.S.C. 1613(b)(l)) is 
amended by adding· at the end the following: 

"(D) An alien described in section 
402(a)(2)(A)(iv).' '. 

(4) FOR PURPOSES OJ<"' CERTAIN STATE PRO
GRAMS.-Section 412(b)(l) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1622(b)(l)) is 
amended' by adding at the end the following 
new subparagraph: 

"(D) An alien described in section 
402(a)(2)(A)(iv).' '. 

(b) FUNDING.-
(1) LEVY OF FEE.- The Attorney General 

through the Immigration and Naturalization 
Service shall levy a $100 processing fee upon 
each alien that the Service determines-

(A) is unlawfully residing in the United 
States; 

(B) has been arrested by a Federal law en
forcement officer for the commission of a fel
ony; and 

(C) merits dep'ortation after having been 
determined by a court of law to have com
mitted a felony while residing illegally in 
the United States. 

(2) COLLECTION AND USE.-ln addition to 
any other penalty provided by law, a court 
shall impose the fee described in paragraph 
(1) upon an alien described in such paragraph 
upon the entry of a judgment of deportation 
by such court. Funds collected pursuant to 
this subsection shall be credited by the Sec
retary of the Treasury as offsetting in
creased Federal outlays resulting from the 
amendments made by section 5817A of the 
Balanced Budget Act of 1997. 

(c) E FFECTIVE DATE.- The amendments 
made by this section shall be effective with 
respect to the period beginning on or after 
October 1, 1997. 

Mr. McCAIN. Mr. President, I rise 
today to offer an amendment to S. 947, 
the Budget Reconciliation Act, that 
will redress what I assume to be an in
advertent omission in a section of this 
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bill that discriminates against 
Amerasian children of U.S. military 
personnel who served in Vietnam. 

My amendment will add a new provi
sion to section 5817 to include 
Amerasian children to the category of 
legal aliens eligible for Medicaid. The 
Personal Responsibility and Work Op
portunity Reconciliation Act of 1996 
excluded from eligibility these children 
of American soldiers because they are 
admitted as refugees under section 584 
of the Foreign Operations, Export Fi
nancing, and Related Programs Act of 
1988, rather than section 207 of the Im
migration and Nationality Act, under 
which refugees are excepted from the 
Welfare Region legislation's ban on 
Medicaid, SSI, and other forms of as
sistance. This amendment corrects 
that oversight. 

Because there is a cost associated 
with this amendment, I propose to off
set it by mandating that the Attorney 
General of the United States, acting 
through the Immigration and Natu
ralization Service, impose a $150 proc
essing fee on each illegal alien de
ported from the United States who 
committed a felony while in this coun
try. According to CBO, this will gen
erate the revenue necessary to offset 
the cost of my amendment over the 5-
year period for which the welfare bill 
excludes aliens from Medicaid eligi
bility. 

I hope that I can count on my col
leagues' support for this worthwhile 
amendment. 

AMENDMENT NO. 462 

(Purpose: To require the Secretary of Health 
and Human Services to provide medicare 
beneficiaries with notice of the medicare 
cost-sharing assistance available under the 
medicaid program for specified low-income 
medicare beneficiaries) 
On page 685, after line 25, add the fol

lowing: 
SEC. . REQUIREMENT TO PROVIDE INFORMA

TION REGARDING CERTAIN COST
SHARING ASSISTANCE. 

(a) IN GENERAL.-Section 1804(a) (42 u.s.c. 
1395b-2(a)) is amended-

(1) in paragraph (2), by striking "and" at 
the end; 

(2) in paragraph (3), by striking the period 
and inserting " , and"; and 

(3) by adding at the end, the following: 
" (4) an explanation of the medicare cost 

sharing assistance described in section 
1905(p)(3)(A)(ii) that is available for individ
uals described in section 1902(a)(10)(E)(iii) 
and information regarding how to request 
that the Secretary arrange to have an appli
cation for such assistance made available to 
an individual. " . 

(b) EFFECTIVE DATE.-The information re
quired to be provided under the amendment 
made by subsection (a) applies to notices dis
tributed on and after October 1, 1997. 

AMENDMENT NO. 463 

(Purpose: To provide for the evaluation and 
quality assurance of the children's health 
insurance initiative) 
On page 852, between lines 12 and 13, insert 

the following: 
"(d) EVALUATION AND QUALITY ASSUR

ANCE.-

"(1) IN GENERAL.-Not later than 1 year 
after the date on which the Secretary ap
proves the program outline of a State, and 
annually thereafter, the State shall prepare 
and submit to the Secretary such informa
tion as the Secretary may require to enable 
the Secretary to evaluate the progress of the 
State with respect to the program outline. 
Such information shall address the manner 
in which the State in implementing the pro
gram outline has-

"(A) expanded health care coverage to low
income uninsured children; 

"(B) provided quality health care to low
income children; 

"(C) improved the health status of low-in
come children; 

"(D) served the health care needs of special 
populations of low-income children; and 

"(E) utilized available resources in a cost 
effective manner. 

"(2) AVAILABILITY OF EVALUATIONS.-The 
Secretary shall make the results of the eval
uations conducted under paragraph (1) avail
able to Congress and the States. 

"(3) REPORTS.-The Secretary shall annu
ally prepare and submit to the appropriate 
committees of Congress, and make available 
to the States, a report containing the find
ings of the Secretary as a result of the eval
uations conducted under paragraph (1) and 
the recommendations of the Secretary for 
achieving or exceeding the objectives of this 
title. 

AMENDMENT NO. 464 

(Purpose: To establish procedures to ensure a 
balanced Federal budget by fiscal year 2002) 
At the end of the , add the following: 

TITLE _ -BUDGET CONTROL 
SEC. 01. SHORT TITLE; PURPOSE. 

(a) SHORT TITLE.-This title may be cited 
as the " Bipartisan Budget Enforcement Act 
of 1997' ' . 

(b) PURPOSE.-The purpose of this title is
(1) to ensure a balanced Federal budget by 

fiscal year 2002; 
(2) to ensure that the Bipartisan Budget 

Agreement is implemented; and 
(3) to create a mechanism to monitor total 

costs of direct spending programs, and, in 
the event that actual or projected costs ex
ceed targeted levels, to require the President 
and Congress to address adjustments in di
rect spending. 
SEC. 02. ESTABLISHMENT OF DffiECT SPEND-

- ING TARGETS. 

(a) IN GENERAL.-The initial direct spend
ing targets for each of fiscal years 1998 
through 2002 shall equal total outlays for all 
direct spending except net interest as deter
mined by the Director of the Office of Man
agement and Budget (hereinafter referred to 
in this title as the " Director") under sub
section (b). 

(b) INITIAL REPORT BY DIRECTOR.-
(1) IN GENERAL.-Not later than 30 days 

after the date of enactment of this title, the 
Director shall submit a report to Congress 
setting forth projected direct spending tar
gets for each of fiscal years 1998 throug·h 2002. 

(2) PROJECTIONS AND ASSUMPTIONS.-The 
Director's projections shall be based on legis
lation enacted as of 5 days before the report 
is submitted under paragraph (1). The Direc
tor shall use the same economic and tech
nical assumptions used in preparing the con
current resolution on the budget for fiscal 
year 1998 (H.Con.Res. 84). 
SEC. 03. ANNUAL REVIEW OF DffiECT SPEND-

ING AND RECEIPTS BY PRESIDENT. 
As part of each budget submitted under 

section 1105(a) of title 31, United States 

Code, the President shall provide an annual 
review of direct spending and receipts, which 
shall include-

(1) information on total outlays for pro
grams covered by the direct spending tar
gets, including actual outlays for the prior 
fiscal year and projected outlays for the cur
rent fiscal year and the 5 succeeding fiscal 
years; and 

(2) information on the major categ·ories of 
Federal receipts, including a comparison be
tween the levels of those receipts and the 
levels projected as of the date of enactment 
of this title. 
SEC. 04. SPECIAL DmECT SPENDING MES-

- SAGE BY PRESIDENT. 
(a) TRIGGER.- If the information submitted 

by the President under section 03 indi-
cates-

(1) that actual outlays for direct spending 
in the prior fiscal year exceeded the applica
ble direct spending target; or 

(2) that outlays for direct spending for the 
current or budget year are projected to ex
ceed the applicable direct spending targets, 
the President shall include in his budget a 
special direct spending message meeting the 
requirements of subsection (b). 

(b) CONTENTS.-
(1) INCLUSIONS.- The special direct spend

ing message shall include-
(A) an analysis of the variance in direct 

spending over the direct spending targets; 
and 

(B) the President's recommendations for 
addressing the direct spending overages, if 
any, in the prior, current, or budget year. 

(2) ADDITIONAL MATTERS.- The President's 
recommendations may consist of any of the 
following: 

(A) Proposed legislative changes to recoup 
or eliminate the overage for the prior, cur
rent, and budget years in the current year, 
the budget year, and the 4 outyears. 

(B) Proposed legislative changes to recoup 
or eliminate part of the overage for the 
prior, current, and budget year in the cur
rent year, the budget year, and the 4 out
years, accompanied by a finding by the 
President that, because of economic condi
tions or for other specified reasons, only 
some of the overage should be recouped or 
eliminated by outlay reductions or revenue 
increases, or both. 

(C) A proposal to make no legislative 
changes to recoup or eliminate any overage, 
accompanied by a finding by the President 
that, because of economic conditions or for 
other specified reasons, no legislative 
changes are warranted. 

(C) PROPOSED SPECIAL DIRECT SPENDING 
RESOLUTION.-If the President recommends 
reductions consistent with subsection 
(b)(2)(A) or (B), the special direct spending 
message shall include the text of a special 
direct spending resolution implementing the 
President's recommendations through rec
onciliation directives instructing the appro
priate committees of the House of Represent
atives and Senate to determine and rec
ommend changes in laws within their juris
dictions. If the President recommends no re
ductions pursuant to (b)(2)(C), the special di
rect spending message shall include the text 
of a special resolution concurring in the 
President's recommendation of no legislative 
action. 
SEC. 05. REQUffiED RESPONSE BY CONGRESS. 

(a) IN GENERAL.- It shall not be in order in 
the House of Representatives or the Senate 
to consider a concurrent resolution on the 
budget unless that concurrent resolution 
fully addresses the entirety of any overage 
contained in the applicable report of the 
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President under section __ 04 through rec
onciliation directives. 

(b) WAIVER AND SUSPENSION.-This section 
may be waived or suspended in the Senate 
only by the affirmative vote of three-fifths 
of the Members, duly chosen and sworn. This 
section shall be subject to the provisions of 
section 258 of the Balanced Budget and 
Emergency Deficit Control Act of 1985. 

(c) APPEALS.-Appeals in the Senate from 
the decisions of the Chair re la ting to any 
provision of this section shall be limited to 1 
hour, to be equally divided between, and con
trolled by, the appellant and the manager of 
the bill or joint resolution, as the case may 
be. An affirmative vote of three-fifths of the 
Members of the Senate, duly chosen and 
sworn, shall be required in the Senate to sus
tain an appeal of the ruling of the Chair on 
a point of order raised under this section. 
SEC. 06. RELATIONSIDP TO BALANCED BUDG-

- ET AND EMERGENCY DEFICIT CON
TROL ACT. 

Reductions in outlays or increases in re
ceipts resulting from legislation reported 
pursuant to section 05 shall not be taken 
into account for purposes of any budget en
forcement procedures under the Balanced 
Budget and Emergency Deficit Control Act 
of 1985. 
SEC. _ 07. ESTIMATING MARGIN. 

For any fiscal year for which the overage 
is less than one-half of 1 percent of the direct 
spending target for that year, the procedures 
set forth in sections . 04 and __ 05 shall 
not apply. 
SEC. _ 08. EFFECTIVE DATE. 

This title shall apply to direct spending 
targets for fiscal years 1998 through 2002 and 
shall expire at the end of fiscal year 2002. 

AMENDMENT NO. 465 

(Purpose: To expand medical savings ac
counts to families with uninsured· children) 
On page 865, between lines 2 and 3, insert 

the following: 
SEC .. EXPANSION OF MEDICAL SAVINGS AC

COUNTS TO FAMILIES WITH UNIN
SURED CHILDREN 

(a) IN GENERAL.-Section 220 of the Inter
nal Revenue Code of 1986 is amended by add
ing at the end the following new subsection: 

"(k) FAMILIES WITH UNINSURED CHIL
DREN.-

"(l) IN GENERAL.-In the case of an indi
vidual who has a qualified dependent as of 
the first day of any month-

"(A) WAIVER OF EMPLOYER REQUIREMENT.
Clause (111) of subsection (c)(l)(A) shall not 
apply. 

"(B) WAIVER OF COMPENSATION LIMITA
TION.-Paragraph (4) of subsection (b) shall 
not apply. 

"(C) COORDINATION WITH EXCLUSION FOR EM
PLOYER CONTRIBUTIONS .. -In lieu of the limi
tation of subsection (b)(5), the amount allow
able for a taxable year as a deduction. under 
subsection (a) to such individual shall be re
duced (but not below zero) by the amount 
not includible in such individual's gross in
come for such taxable year solely by reason 
of section 106(b). 

"(D) NUMERICAL LIMI'l'A'l'IONS.- Subsection 
(i) shall not apply to such individual 1f such 
individual is the account holder of a medical 
savings account by reason of this subsection, 
and subsection (j) shall be applied without 
regard to any such medical savings account. 

"(2) QUALIFIED DEPENDENT.-For purposes 
of this subsection, the term 'qualified de
pendent' means a dependent (within the 
meaning of section 152) who-

"(A) has not attained the age of 19 as of the 
close of the calendar year in which the tax-

able year of the taxpayer begins, and with 
respect to whom the taxpayer is entitled to 
a deduction for the taxable year under sec
tion 15l<c), 

"(B) is covered by a high deductible health 
plan, and 

"(C) prior to such coverage, was a pre
viously uninsured individual (as defined by 
subsection (j)(3)). " . 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall apply to taxable 
years ending after the date of the enactment 
of this Act. 

Mr. ALLARD. Mr. President, I would 
like to take this time to discuss an 
amendment that would give families 
with uninsured children the oppor
tunity to obtain proper health cov
erage. Congress is constantly searching 
for ways to provide children with ade
quate health care, and I have proposed 
an amendment that would allow chil
dren the means to be covered. My 
amendment would give the working 
poor health expense accounts to use for 
their families. 

It is reported that there are 10 mil
lion children who are uninsured in the 
United States. Many of these children 
are uninsured because their parents 
have incomes that are high enough to 
be ineligible for Medicaid or do not 
have private or employer-sponsored 
health insurance. 

My amendment would allow families 
to deposit money in a medical savings 
account to use for health care services. 
I believe it is critical to provide lower 
income families with the option to es
tablish medical savings accounts. 
MSA's allow consumers to pay for med
ical expenses through affordable tax
deductible plans that are most suited 
to their needs. 

Americans want choice in heal th 
care. It is time for the Federal Govern
ment to listen to the American people 
and make medical savings accounts an 
available option. Medical savings ac
counts are a viable free-market ap
proach to ensuring greater access to af
fordable health care coverage for the 
uninsured. Through MSA's, individuals 
would be given the choice and oppor
tunity to obtain affordable health serv
ices. 

I believe our efforts need to be fo
cused on providing uninsured children 
with accessible health care services. 
My amendment would give these fami
lies the opportunity of setting aside 
MSA funds, especially benefiting those 
who are self-employed, between jobs, or 
employed where health coverage is not 
available. 

I am hopeful that in the 105th Con
gress, we will be able to expand the 
availability of medical savings ac
counts. Medical savings plans allow i-n
dividuals the freedom to shop for com
petitive health care services, which in 
turn, can help keep the costs of heal th 
care down. 

My amendment is one step to achiev
ing the goal of decreasing the number 
of uninsured children by providing fam-

ilies with the option to receive much 
needed health care coverage. By mak
ing more MSA's available, we can 
make it easier for parents to finance 
their children's health care; after all, 
the health of our Nation's children is 
at stake. 

AMENDMENT NO. 466 

(Purpose: To extend the authority of the Nu
clear Regulatory Commission to collect 
fees through 2002) 
At the end of the bill, add the following: 

TITLE IX- COMMITTEE ON 
ENVIRONMENT AND PUBLIC WORKS 

SEC. 9001. NUCLEAR REGULATORY COMMISSION 
ANNUAL CHARGES. 

Section 6101 of the Omnibus Budget Rec
onciliation Act of 1990 (42 U.S.C. 2214) is 
amended)-

(1) in subsection (a)(3), by striking " Sep
tember 30, 1998" and inserting "September 
30, 2002"; and 

(2) in subjection (c)-
(A) by striking paragraph (2) and inserting 

the following: 
"(2) AGGREGATE AMOUNT OF CHARGES.-The 

aggregate amount of the annual charge col
lected from all licensees shall equal an 
amount that approximates 100 percent of the 
budget authority of the Commission for the 
fiscal year for which the charge is collected, 
less, with respect to the fiscal year, the sum 
of-

"(A) any amount appropriated to the Com
mission from the Nuclear Waste Fund; 

"(B) the amount of fees collected under 
subsection (b); and 

"(C) for fiscal year 1999 and each fiscal 
year thereafter, to the extent provided in 
paragraph (5), the costs of activities of the 
Commission with respect to which a deter
mination is made under paragraph (5)."; and 

(B) by adding at the end the following: 
"(5) EXCLUDED BUDGET COS'l'S.-
' '(A) IN GENERAL.-The rulemaking under 

paragraph (3) shall include a determination 
of the costs of activities of the Commission 
for which it would not be fair and equitable 
to assess annual charges on a Nuclear Regu
latory Commission licensee or class of li
censee. 

"(B) CONSIDERATIONS.- In making the de
termination under subparagraph (A), the 
Commission shall consider-

"(i) the extent to which activities of the 
Commission provide benefits to persons that 
are not licensees of the Commission; 

"(ii) the extent to which the Commission is 
unable to assess fees or charges on a licensee 
or class of licensee that benefits from the ac
tivities; and 

" (111) the extent to which the costs to the 
Nuclear Regulatory Commission of activities 
are commensurate with the benefits provided 
to the licensees from the activities. 

"(C) MAxIMUM EXCLUDED COSTS.- The total 
amount of costs excluded by .the Commission 
pursuant to the determination under sub
paragraph (A) shall not exceed $30,000,000 for 
any fiscal year. '' . 

AMENDMENT NO. 467 

(Purpose: To preserve religious choice in 
long-term care) 

On page 689, between lines 2 and 3, insert 
the following: 

"(iii) RELIGIOUS CHOICE.- The State, in per
mitting an individual to choose a managed 
care entity under clause (1) shall permit the 
individual to have access to appropriate 
faith-based facilities. With respect to such 
access, the State shall permit an individual 
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to select a facility that is not a part of the 
network of the managed care entity if such 
network does not provide access to appro
priate faith-based facilities. A faith-based fa
cility that provides care under this clause 
shall accept the terms and conditions offered 
by the managed care entity to other pro
viders in the network. 

AMENDMENT NO. 468 

(Purpose: To allow medicare beneficiaries to 
enter into private contracts for services) 
On page 685, after line 25, add the fol

lowing: 
SEC. . FACILITATING THE USE OF PRIVATE CON

TRACTS UNDER THE MEDICARE 
PROGRAM. 

(a) IN GENERAL.-Title XVIII of the Social 
Security Act (42 U.S.C. 1395 et seq.) is 
amended by inserting after section 1804 of 
such Act (42 u.s.c. 1395b-2) the following: 

" CLARIFICATION OF PRIVATE CONTRACTS FOR 
HEALTH SERVICES 

" SEC. 1805. (a) IN GENERAL.- Nothing in 
this title shall prohibit a physician or an
other health care professional who does not 
provide items or services under the program 
under this title from entering into a private 
contract with a medicare beneficiary for 
health services for which no claim for pay
ment is to be submitted under this title. 

"(b) LIMITA'I'ION ON ACTUAL CHARGE NOT 
APPLICABLE.-Section 1848(g) shall not apply 
with respect to a health service provided to 
a medicare beneficiary under a contract de
scribed in subsection (a). 

"(c) DEFINITION OF MEDICARE BENE
FICIARY.-ln this section, the term 'medicare 
beneficiary' means an individual who is enti
tled to benefits under part A or enrolled 
under part B. 

"(d) REPORT.-Not later than October 1, 
2001, the Administrator of the Health Care 
Financing Administration shall submit a re
port to Congress on the effect on the pro
gram under this title of private contracts en
tered into under this section. Such report 
shall include-

"(1) analyses regarding-
"(A) the fiscal impact of such contracts on 

total Federal expenditures under this title 
and on out-of-pocket expenditures by medi
care beneficiaries for health services under 
this title; and 

"(B) the quality of the health services pro
vided under such contracts; and 

"(2) recommendations as to whether medi
care beneficiaries should continue to be able 
to enter private contracts under this section 
and if so, what legislative changes, if any 
should be made to improve such contracts.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply with re
spect to contracts entered into on and after 
October 1, 1997. 

AMENDMENT NO. 469 

(Purpose: To extend premium protection for 
low-income medicare beneficiaries under 
the medicaid program) 
Strike section 5544 and in its place insert 

the following: 
SEC. 5544. EXTENSION OF SLMB PROTECTION. 

(a) IN GENERAL.-Section 
1902(a)(10)(E)(iii) (42 U.S.C. 
1396a(a)(10)(E)(iii)) is amended by striking 
" and 120 percent in 1995 and years there
after" and inserting ", 120 percent in 1995 
through 1997, 125 percent in 1998, 130 percent 
in 1999, 135 percent in 2000, 140 percent in 
2001, 145 percent in 2002, and 150 percent in 
2003 and years thereafter". 

(b) 100 PERCENT FMAP.-Section 1905(b) 
(42 U.S.C. 1396d(b)) is amended by adding at 

the end the following: " Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 
medical assistance for medical assistance de
scribed in section 1902(a)(l0)(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section apply on and after Oc
tober 1, 1997. 

AMENDMENT NO. 470 

(Purpose: To strike the limitations orr DSH 
payments to institutions for mental dis
eases under the medicaid program) 
Beginning on page 778, strike line 1 and all 

that follows through page 779, line 23. 

AMENDMENT NO. 411 

(Purpose: To strike the limitations on Indi
rect Graduate Medical Education pay
ments to teaching hospitals) 
Begining on page 585, strike line 21 and all 

that follows through page 586, line 25. 

AMENDMENT NO. 472 

(Purpose: To provide that information con
tained in the National Directory of New 
Hires be deleted after 6 months) 
On page 999, between lines 15 and 16, insert 

the following: 
(f) NATIONAL DIRECTORY OF NEW HIRES.

Section 453(i)(2) (42 U.S.C. 653(1)(2)) is amend
ed by adding at the end the following: " Infor
mation entered into such data base shall be 
deleted 6 months after the date of entry.". 

AMENDMENT NO. 473 

(Purpose: To clarify the number of individ
uals that may be treated as engaged in 
work for purposes of the mandatory work 
requirement for TANF block grants) 
Beginning on page 929, strike line 20 and 

all that follows through page 930, line 14 and 
insert the following: 

(k) CLARIFICATION OF NUMBER OF INDIVID
UALS COUNTED AS PARTICIPATING IN WORK AC
TIVITIES.- Section 407 (42 u.s.c. 607) is 
amended-

(!) in Subsection (C)-
(A) in paragraph (l)(A), by striking "(8)"; 

and 
(B) in paragraph (2)(D)-
(i) in the heading, by striking "PARTICIPA

TION IN VOCATIONAL EDUCATION ACTIVITIES"; 
and 

(ii) by striking " determined to be engaged 
in work in the State for a month by reason 
of participation in vocational educational 
training or" ; and 

(2) by striking subsection (d)(8). 

AMENDMENT NO. 474 

(Purpose: To revise subtitle A of title III, re
lating to spectrum auctions, by deleting 
certain provisions subject to a point or 
order, and for other purposes) 
(The text of the amendment is print

ed in today's RECORD under "Amend
ments Submitted.") 

AMENDMENTS NO. 475 THROUGH 498 

Mr. LAUTENBERG. Mr. President, 
we have one amendment that is still 
being considered. 

Otherwise, I ask unanimous consent 
that it be in order to send 25 amend
ments to the desk on behalf of my 
Democratic colleagues, that the 

amendments be considered as read and 
laid aside to be voted on in sequence. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendments are as follows: 
AMENDMENT NO. 475 

(Purpose: to ensure that certain legal immi
grants who become disabled are eligible for 
disability benefits) 
On page 8971 , strike line 9-11. 

SENATE AMENDMENT 476 

(Purpose: To enhance taxpayer value in auc
tions conducted by the Federal Commu
nications Commission) 

SECTION . RESERVE. 
In any auction conducted or supervised by 

the Federal Communications Commission 
(hereinafter the Commission) for any license, 
permit or rig·ht which has value, a reason
able reserve price shall be set by the Com
mission for each unit in the auction. the re
serve price shall establish a minimum bid for 
the unit to be auctioned. If no bid is received 
above the reserve price for a unit, the unit 
shall be retained. The Commission shall re
assess the reserve price for that unit and 
place the unit in the · in the next scheduled or 
next appropriate auction. 

AMENDMENT NO. 477 

(Purpose: To provide food stamp benefits to 
child immigrants) 

At the end of title I, add the following: 
SEC. 10 . FOOD STAMP BENEFITS FOR CHILD 

- IMMIGRANTS. 
(a) IN GENERAL.- Section 402(a)(2) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)) is amended by adding at the end 
the following: 

"(E) CHILD IMMIGRANTS.- ln the case of the 
program specified in paragraph (3)(B), para
graph (1) shall not apply to a qualified alien 
who is under 18 years of age.". 

(b) ALLOCATION OF ADMINISTRATIVE 
COSTS.-Section 408(a) of the Social Security 
Act (42 U.S.C. 608(a)) is amended by adding at 
the end the following: 

" (12) DESIGNATION OF GRANTS UNDER THIS 
PART AS PRIMARY PROGRAM IN ALLOCATING AD
MINISTRATIVE COSTS.-

"(A) IN GENERAL.-Notwithstanding any 
other provision of law, a State shall des
ignate the program funded under this part as 
the primary progTam for the purpose of allo
cating costs incurred in serving families eli
gible or applying for benefits under the State 
program funded under this part and any 
other Federal means-tested benefits. 

"(B) ALLOCATION OF COSTS.-
"(i) IN GENERAL.-The Secretary shall re

quire that costs described in subparagraph 
(A) be allocated in the same manner as the 
costs were allocated by State agencies that 
designated part A of title IV as the primary 
program for the purpose of allocating admin
istrative costs before August 22, 1996. 

"(ii) FLEXIBLE ALLOCATION.-The Secretary 
may allocate costs under clause (i) dif
ferently, if a State can show good cause for 
or evidence of increased costs, to the extent 
that the administrative costs allocated to 
the primary program are not reduced by 
more than 33 percent. 

"(13) FAILURE TO ALLOCATE ADMINISTRATIVE 
COSTS TO GRANTS PROVIDED UNDER THIS 
PART.- If the Secretary determines that, 
with respect to a preceding fiscal year, a 
State has not allocated administrative costs 
in accordance with paragraph (12), the Sec
retary shall reduce the grant payable to the 
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State under section 403(a)(l) for the suc
ceeding fiscal year by an amount equal to-

" (A) the amount the Secretary determines 
should have been allocated to the program 
funded under this part in such preceding fis
cal year; minus 

"(B) the amount that the State allocated 
to the program funded under this part in 
such preceding fiscal year.''. 

AMENDMENT NO. 478 

(Purpose: To require balance billing protec
tions for individuals enrolled in fee-for
service plans under the Medicare Choice 
program under part C of title XVIII of the 
Social Security Act) 
On page 214, strike lines 21 through 24 and 

insert the following: 
"(3) EXCEPTION FOR MSA PLANS AND UNRE

STRICTED FEE-FOR-SERVICE PLANS.-
" (A) IN GENERAL.-Except as provided in 

subparagraph (B), paragraphs (1) and (2) do 
not apply to an MSA plan or an unrestricted 
fee-for-service plan. 

"(B) APPLICATION OF BALANCE BILLING FOR 
PHYSICIAN SERVICES.-Section 1848(g) shall 
apply to the provision of physician services 
(as defined in section 1848(j)(3)) to an indi
vidual enrolled in an unrestricted fee-for
service plan under this title in the same 
manner as such section applies to such serv
ices that are provided to an individual who is 
not enrolled in a Medicare Choice plan under 
this title. 

AMENDMENT NO. 479 

(Purpose: To provide for medicaid eligibility 
of disabled children who lose SSI benefits) 
On page 874, between lines 7 and 8, insert 

the following: 
SEC. 5817A. CONTINUATION OF MEDICAID ELIGI· 

BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 
1902(a)(10)(A)(i)(Il) ( 42 U .S.C. 
1396a(a)(10)(A)(i)(Il)) is amended by inserting 
"(or were being paid as of the date of enact
ment of section 211(a) of the Personal Re
sponsibility and Work Opportunity Act of 
1996 (Public Law 104-193; llO Stat. 2188) and 
would continue to be paid but for the enact
ment of that section)" after " title XVI". 

(b) OFFSET.-Section 2103(b) of the Social 
Security Act (as added by section 5801) is 
amended-

(1) in paragraph (2), by striking "and" at 
the end; 

(2) in paragraph (3), by striking the period 
and inserting"; and"; and 

(3) by adding at the end the following: 
"(4) the amendment made by section 

5817A(a) of the Balanced Budget Act of 1997 
(relating to continued eligibility for certain 
disabled children).". 

(c) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

AMENDMENT NO. 480 

(Purpose: To clarify the family violence op
tion under the temporary assistance to 
needy families program) 
On page 960, between lines 3 and 4, insert 

the following: 
SEC. . PROTECTING VICTIMS OF FAMil..Y 

---VIOLENCE. 

(a) FINDINGS.-Congress finds that-
(1) the intent of Congress in amending part 

A of title IV of the Social Security Act (42 
U.S.C. 601 et seq.) in section 103(a) of the Per
sonal Responsibility and Work Opportunity 
Reconclliation Act of 1996 (Public Law 104-
193; 110 Stat 2l12) was to allow States to take 
into account the effects of the epidemic of 

domestic violence in establishing their wel
fare programs, by giving States the flexi
bility to grant individual, temporary waivers 
for good cause to victims of domestic vio
lence who meet the criteria set forth in sec
tion 402(a)(7)(B) of the Social Security Act 
(42 U.S.C. 602(a)(7)(B)); 

(2) the allowance of waivers under such 
sections was not intended to be limited by 
other, separate, and independent provisions 
of part A of title IV of the Social Security 
Act (42 U.S.C. 601 et seq.); 

(3) under section 402(a)(7)(A)(iii) of such 
Act (42 U.S.C. 602(a)(7)(A)(iii)), requirements 
under the temporary assistance for needy 
families program under part A of title IV of 
such Act may, for good cause, be waived for 
so long as necessary; and 

(4) good cause waivers granted pursuant to 
section 402(a)(7)(A)(iii) of such Act (42 U.S.C. 
602(a)(7)(A)(iii)) are intended to be temporary 
and directed only at particular program re
quirements when needed on an individual 
case-by-case basis, and are intended to facili
tate the ability of victims of domestic vio
lence to move forward and meet program re
quirements when safe and feasible without 
interference by domestic violence. 

(b) CLARIFICATION OF WAIVER PROVISIONS.
(1) IN GENERAL.-Section 402(a)(7) (42 u.s.c. 

602(a)(7)) is amended by adding at the end the 
following: 

"(C) No NUMERICAL LIMITS.-ln imple
menting this paragraph, a State shall not be 
subject to any numerical limitation in the 
granting of good cause waivers under sub
paragraph (A)(iii). 

"(D) W AIVERED INDIVIDUALS NOT INCLUDED 
FOR PURPOSES OF CERTAIN OTHER PROVISIONS 
OF THIS PART.- Any individual to whom a 
good cause waiver of compliance with this 
Act has been granted in accordance with sub
paragraph (A)(iii) shall not be included for 
purposes of determining a State's compli
ance with the participation rate require
ments set forth in section 407, for purposes of 
applying the limitation described in section 
408(a)(7)< C)(ii), or for purposes of determining 
whether to impose a penalty under para
graph (3), (5), or (9) of section 409(a).". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) takes effect as if it 
had been included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
(Public Law 104-193; 110 Stat. 2112). 

(C) FEDERAL PARENT LOCATOR SERVlCE.
(1) IN GENERAL.-Section 453 (42 u.s.c. 653), 

as amended by section 5938, is further 
amended-

(A) in subsection (b)(2)-
(i) in the matter preceding subparagraph 

(A), by inserting "or that the health, safety, 
or liberty or a parent or child would by un
reasonably put at risk by the disclosure of 
such information," before " provic,led that"; 

(11) in subparagraph (A), by inserting ", 
that the health, safety, or liberty or a parent 
or child would by unreasonably put at risk 
by the disclosure of such information," be
fore " and that information"; and 

(iii) in subparagraph (B)(i), by striking "be 
harmful to the parent or the child" and in
serting " place the health, safety, or liberty 
of a parent or child unreasonably at risk"; 
and 

(B) in subsection (c)(2), by inserting ", or 
to serve as the initiating court in an action 
to seek and order, " before " against a non
custodial''. 

(2) STATE PLAN.- Section 454(26) (42 u.s.c. 
654), as amended by section 5956, is further 
amended-

(A) in subparagraph (C), by striking "re
sult in physical or emotional harm to the 

party or the child" and inserting " place the 
health, safety, or liberty of a parent or child 
unreasonably at risk"; 

(B) in subparagraph (D), by striking " of do
mestic violence or child abuse against a 
party or the child and that the disclosure of 
such information could be harmful to the 
party or the child" and inserting " that the 
health, safety, or liberty of a parent or child 
would be unreasonably put at risk by the dis
closure of such information"; and 

(C) in subparagraph (E), by striking "of do
mestic violence" and all that follows 
through the semicolon and inserting "that 
the health, safety, or liberty of a parent or 
child would be unreasonably put at risk by 
the disclosure of such information pursuant 
to section 453(b)(2), the court shall determine 
whether disclosure to any other person or 
persons of information received from the 
Secretary could place the health, safety, or 
liberty or a parent or child unreasonably at 
risk (if the court determines that disclosure 
to any other person could be harmful, the 
court and its agents shall not make any such 
disclosure);". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect 1 
day after the effective date described in sec
tion 5961(a). 

AMENDMENT NO. 481 

(Purpose: To amend the provision on transfer 
cases, and for other purposes) 

On page 562, between line 20 and 21, insert 
the following: 

"(XIV) for calendar year 1999 for hospitals 
in all areas, the market basket percentage 
increase minus 1.3 percentage points,". 

On page 562, line 21, strike "(XIV) for cal
endar year 1999" and insert "(XV) for cal
endar year 2000. " . 

On page 563, line 1, strike "(XV)" and in
sert "(XVI)". 

On page 604, line 22, strike "upon discharge 
from a subsection (d) hospital" and insert 
"immediately upon discharge from, and pur
suant to the discharge planning process (as 
defined in section 1861(ee)) of, a subsection 
(d) hospital". 

Beginning on page 605, strike line 7 and all 
that follows through page 606, line 6, and in
sert the following: 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall apply with re
spect to discharges occurring on or after Oc
tober 1, 1997. 

AMENDMENT NO. 482 

(Purpose: To allow vocational educational 
training to be counted as a work activity 
under the temporary assistance for needy 
fam111es program for 24 months) 

AMENDMENT NO. 482 

On page 930, between lines 14 and 15, insert 
the following: 

(1) VOCATIONAL EDUCATIONAL TRAINING.
Section 407(d)(8) (42 U.S.C. 607(d)(8)) is 
amended by striking "12" and inserting "24". 

AMENDMENT NO. 483 

(Purpose: To provide for the continuation of 
certain State-wide medicaid waivers) 

On page 844, between lines 7 and 8, insert 
the following: 
SEC. 5768. CONTINUATION OF STATE-WIDE SEC· 

TION 1115 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section l115 of the Social 

Security Act (42 U.S.C. 1315) is amended by 
adding at the end the following: 

"(d)(l) The provisions of this subsection 
shall apply to the extension of statewide 
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comprehensive research and demonstration 
projects (in this subsection referred to as 
'waiver project') for which waivers of compli
ance with the requirements of title XIX are 
granted under subsection (a). With respect to 
a waiver project that, but for the enactment 
of this subsection, would expire, the State at 
its option may-

"(A) not later than 1 year before the waiv
er under subsection (a) would expire (acting 
through the chief executive officer of the 
State who is operating the project), submit 
to the Secretary a written request for an ex
tension of such waiver project for up to 3 
years; or 

"(B) permanently continue the waiver 
project if the project meets the requirements 
of paragraph (2). 

"(2) The requirements of this paragraph 
are that the waiver project-

"(A) has been successfully operated for 5 or 
more years; and 

"(B) has been shown, through independent 
evaluations sponsored by the Health Care Fi
nancing Administration, to successfully con
tain costs and provide access to health care. 

"(3)(A) In the case of waiver projects de
scribed in paragraph (l)(A), if the Secretary 
fails to respond to the request within 6 
months after the date on which the request 
was submitted, the request is deemed to have 
been granted. 

"(B) If the request is granted or deemed to 
have been granted, the deadline for sub
mittal of a final report shall be 1 year after 
the date on which the waiver project would 
have expired but for the enactment of this 
subsection. 

"(C) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

"(D) Phase-down provisions which were ap
plicable to waiver projects before an exten
sion was provided under this subsection shall 
not apply. 

"(4) The extension of a waiver project 
under this subsection shall be on the same 
terms and conditions (including applicable 
terms and conditions related to quality and 
access of services, budget neutrality as ad
justed for inflation, data and reporting re
quirements and special population protec
tions), except for any phase down provisions, 
and subject to the same set of waivers that 
applied to the project or were granted before 
the extension of the project under this sub
section. The permanent continuation of a 
waiver project shall be on the same terms 
and conditions, including financing, and sub
ject to the same set of waivers. No test of 
budget neutrality shall be applied in the case 
of projects described in paragraph (2) after 
that date on which the permanent extension 
was granted. 

"(5) In the case of a waiver project de
scribed in paragraph (2), the Secretary, act
ing through the Health Care Financing Ad
ministration, shall deem any State's request 
to expand medicaid coverage in whole or in 
part to individuals who have an income at or 
below the Federal poverty level as budget 
neutral if independent evaluations sponsored 
by the Health Care Financing Administra
tion have shown that the State's medicaid 
managed care program under such original 
waiver is more cost effective and efficient 
than the traditional fee-for-service medicaid 
program that, in the absence of any managed 
care waivers under this section, would have 
been provided in the State." . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on the date of enactment of this Act. 

AMENDMENT NO. 484 

(Purpose: To make community action agen
cies, community development corporations 
and other non-profit organizations eligible 
for welfare-to-work grants) 
On page 885, line 15, insert after " State" 

the following: " or a community action agen
cy, community development corporation or 
other non-profit organizations with dem
onstrated effectiveness in moving welfare re
cipients into the workforce". 

AMENDMENT NO. 485 

(Purpose: To provide that the hospital length 
of stay with respect to an individual shall 
be determined by the attending physician) 
At the end of the proposed section 1852(d) 

of the Social Security Act (as added by sec
tion 5001), add the following: 

"(4) DETERMINATION OF HOSPITAL LENGTH OF 
STAY.-

"(A) IN GENERAL.-A Medicare Choice orga
nization shall cover the length of an inpa
tient hospital stay under this part as deter
mined by the attending physician, in con
sultation with the patient, to be medically 
appropriate. 

"(B ) CONSTRUCTION.-Nothing in this para
graph shall be construed-

"(i) as requiring the provision of inpatient 
coverage if the attending physician, in con
sultation with the patient, determine that a 
shorter period of hospital stay is medically 
appropriate, or 

"(ii) as affecting the application of 
deductibles and coinsurance. · 

At the appropriate place in chapter 2 of 
subtitle H of division 1 of title V, insert the 
following new section: 
SEC. . HOSPITAL LENGTH OF STAY. 

(a) IN GENERAL.-Section 1866(a)(l) (42 
U.S.C. 1395cc(a)(l)) is amended-

(1) by striking "and" at the end of subpara
graph (Q); 

(2) by striking the period at the end of sub
paragraph (R) and inserting"; and"; 

(3) by inserting after subparagraph (R) the 
following: 

"(S) in the case of hospitals, not to dis
charge an inpatient before the date the at
tending physician and patient determine it 
to be medically appropriate.". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) shall apply to dis
charges occurring on or after 6 months after 
the date of enactment of this Act. 

At the appropriate place in chapter 5 of 
subtitle I of division 2 of title V, insert the 
following new section: 
SEC. . . DETERMINATION OF HOSPITAL STAY. 

(a) IN GENERAr,..-Title XIX (42 u.s.c. 1396 
et seq.) is amended-

(1) by redesignating section 1933 as section 
1934; and 

(2) by inserting after section 1932 the fol
lowing new section: 

"DETERMINATION OF HOSPITAL STAY 
" SEC. 1933. (a) IN GENERAL.-A State plan 

for medical assistance under this title shall 
cover the length of an inpatient hospital 
stay under this part as determined by the at
tending physician, in consultation with the 
patient, to be medically appropriate. 

"(b) CONSTRUCTION.-Nothing in this sec
tion shall be construed-

" (I) as requiring the provision of inpatient 
coverage if the attending physician, in con
sultation with the patient, determine that a 
shorter period of hospital stay is medically 
appropriate, or 

"(2) as affecting the application of 
deductibles and coinsurance.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to dis
charges occurring on or after 6 months after 
the date of enactment of this Act. 

AMENDMENT NO. 486 

(Purpose: To provide additional funding for 
State emergency health services furnished 
to undocumented aliens) 
At the appropriate place in chapter 1 of 

subtitle K of division 2 of title V, insert the 
following new section: 
SEC. ADDITIONAL FUNDING FOR STATE 

EMERGENCY HEALTH SERVICES 
FURNISHED TO UNDOCUMENTED 
ALIENS. 

(a) TOTAL AMOUNT AVAILABLE FOR ALLOT
MEN'r.-There are available for allotments 
under this section for each of the 5 fiscal 
years (beginning with fiscal year 1998) 
$20,000,000 for payments to certain States 
under this section. 

(b) STATE ALLOTMENT AMOUNT.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services shall compute an allot
ment for each fiscal year beginning with fis
cal year 1998 and ending with fiscal year 2002 
for each of the 12 States with the highest 
number of undocumented aliens. The amount 
of such allotment for each such State for a 
fiscal year shall bear the same ratio to the 
total amount available for allotments under 
subsection (a) for the fiscal year as the ratio 
of the number of undocumented aliens in the 
State in the fiscal year bears to the total of 
such numbers for all States for such fiscal 
year. The amount of allotment to a State 
provided under this paragraph for a fiscal 
year that is not paid out under subsection (c) 
shall be available for payment during the 
subsequent fiscal year. 

(2) DETERMINATION.-For purposes of para
graph (1), the number of undocumented 
aliens in a State under this section shall be 
determined based on estimates of the resi
dent illegal alien population residing in each 
State prepared by the Statistics Division of 
the Immigration and Naturalization Service 
as of October 1992 (or as of such later date if 
such date is at least 1 year before the begin
ning of the fiscal year involved). 

(C) USE OF FUNDS.-From the allotments 
made under subsection (b), the Secretary 
shall pay to each State amounts the State 
demonstrates were paid by the State (or by 
a political subdivision of the State) for emer
gency health services furnished to undocu
mented aliens. 

(d) STATE DEFINED.- For purposes of this 
section, the term " State" includes the Dis
trict of Columbia. 

(e) STATE ENTITLEMENT.-This section con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided under subsection (c). 

AMENDMENT NO. 487 

(Purpose: To provide for the application of 
disproportionate share hospital-specific 
payment adjustments with respect to Cali
fornia) 
At the appropriate place in section 5721, in

sert the following: 
(_ ) APPLICATION OF DSH PAYMENT AD

JUSTMENT.-Notwithstanding subsection (d), 
effective July 1, 1997, section 1923(g)(2)(A) of 
the Social Security Act (42 U.S.C. 1396r-
4(g)(2)(A)) shall be applied to the State of 
California as though-

(1) " or that begins on or after July 1, 1997, 
and before July 1, 1999," were inserted in 
such section after " January 1, 1995,"; and 
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(2) "(or 175 percent in the case of a State 

fiscal year that begins on or after July 1, 
1997, and before July 1, 1999)" were inserted 
in such section after "200 percent". 

AMENDMENT NO. 488 

(Purpose: To provide for actuarially 
sufficient reimbursement rates for providers) 

Beginning on page 764, strike line 7 and all 
that follows through page 765, line 17, and in
sert the following: 

(a) PLAN AMENDMENTS.-Section 1902(a)(13) 
is amended-

(1) by striking all that precedes subpara
graph (D) and inserting the following: 

"(13)(A) provide-
"(i) for the State-based determination of 

rates of payment under the plan for hospital 
services (and which, in the case of hospitals, 
take into account the situation of hospitals 
which serve a disproportionate number of 
low income patients with special needs), 
nursing facility services, and services pro
vided in intermediate care facilities for the 
mentally retarded, under which the State 
provides assurances to the Secretary that 
proposed rates will be actuarially sufficient 
to ensure access to and quality of services; 

"(ii) that the State will submit such pro
posed rates for review by an independent ac
tuary selected by the Secretary; and 

"(iii) that any uew rates or modifications 
to existing rates will be developed through a 
public rulemaking procedure under which 
such new or modified rates are published in 
1 or more daily newspapers of general cir
culation in the State or in any publication 
used by the State to publish State statutes 
or rules, and providers, beneficiaries and 
their representatives, and other concerned 
State residents are given a reasonable oppor
tunity for review and comment on such rates 
or modifications;"; and 

(2) by redesignating subparagraphs (D), (E), 
and (F) as subparagraphs (B), (C), and (D) re
spectively. 

AMENDMENT NO. 489 

(Purpose: To strike the repeal of the Boren 
amendment) 

Beginning on page 764, strike line 5 and all 
that follows through line 23 on page 766. 

Ms. MIKULSKI. Mr. President, I rise 
today to support the Wellstone/Mikul
ski amendment which maintains the 
Boren amendment on nursing home re-
1.mbursement. 

The Boren amendment ensures an 
adequate daily reimbursement rate for 
nursing homes under Medicaid. It helps 
nursing homes have the funds they 
need to meet Federal quality and safe
ty standards. The Wellstone/Mikulski 
amendment will keep this guarantee in 
place. 

Right now, the Boren policy is under 
attack. It is under attack by States. 
And it is under attack by Congress. If 
we repeal this law, States will be able 
to set their own rates of reimburse
ment to nursing· homes. 

We all know the tough budget cli
mate we are operating in. Without the 
Boren policy, we take away the Federal 
guarantee of adequate reimbursement 
rates. This threatens the health and 
safety of senior citizens. States worry 
about reimbursements. I'm worried 
about seniors. 

Without Boren, the State reimburse
ment rates may be too low to ensure 

that nursing homes can continue to 
provide quality care. Do we really want 
to return to the bad old days when sen
ior citizens living in nursing homes 
faced inadequate care? Can we afford to 
forget the horror stories from the 1980's 
about living and quality conditions in 
some nursing homes? 

Well, the Boren amendment helped to 
change that. We must protect the in
tegrity of the law. The amendment 
Senator WELLSTONE and I are offering 
will do that. 

Our amendment protects senior citi
zens living in nursing homes. And it 
ensures that nursing homes get an ap
propriate level of reimbursement. It 
does this by requiring States to reim
burse nursing homes for the costs of 
daily care. 

It ensures that States will have ade
quate reimbursement to provide qual
ity services. It maintains Federal Gov
ernment oversight. It maintains qual
ity standards and it will protect sen
iors. 

We have been through the fight to 
keep Federal nursing home standards. 
And Congress voted last year on a bi
partisan basis to keep Federal stand
ards and to maintain Federal enforce
ment. 

In my State of Maryland, already the 
reimbursement rate is very low. Mary
land g·ets $78 per day when it costs an 
average of $112 to provide nursing home 
care. Maryland nursing homes use this 
reimbursement to provide room and 
board, around the clock medical care, 
three meals a day, and bathing, and 
feeding. You can't even get a good 
hotel room for that rate. We cannot 
have the rates fall any lower without 
jeopardizing patients. 

Mr. President, we must protect the 
Boren amendment. That is why I 
strong·ly support the Wellstone/Mikul
ski amendment. I urge my colleagues 
to vote for this amendment. 

AMENDMENT NO. 490 

(Purpose: To improve the provisions relating 
to the Higher Education Act of 1965) 

Strike title VII and insert the following: 
TITLE VII-COMMITTEE ON LABOR AND 

HUMAN RESOURCES 
SEC. 7001. MANAGEMENT AND RECOVERY OF RE

SERVES. 
(a) AMENDMENT.-Section 422 of the Higher 

Education Act of 1965 (20 U.S.C. 1072) is 
amended by adding after subsection (g) the 
following new subsection: 

"(h) RECALL OF RESERVES; LIMITATIONS ON 
USE OF RESERVE FUNDS AND ASSETS.-

"(l) IN GENERAL.:_Notwlthstanding any 
other provision of law, the Secretary shall, 
except as otherwise provided in this sub
section, recall $1,200,000,000 from the reserve 
funds h eld by guaranty agencies under this 
part on September 1, 2002. 

"(2) DEPOSIT.-Funds recalled by the Sec
retary under this subsection shall be depos
ited in the Treasury. 

"(3) EQUITABLE SHARE.- The Secretary 
shall require each guaranty agency to return 
reserve funds under paragraph (1) based on 
such agency's equitable share of excess re-

serve funds held by guaranty agencies as of 
September 30, 1996. For purposes of this para
graph, a guaranty agency's equitable share 
of excess reserve funds shall be determined 
as follows: 

"(A) The Secretary shall compute each 
agency's reserve ratio by dividing (i) the 
amount held in such agency's reserve (in
cluding funds held by, or under the control 
of, any other entity) as of September 30, 1996, 
by (ii) the original principal amount of all 
loans for which such agency has an out
standing insurance obligation. 

"(B) If the reserve ratio of any agency as 
computed under subparagraph (A) exceeds 
1.12 percent, the agency's equitable share 
shall include so much of the amounts held in 
such agency's reserve fund as exceed a re
serve ratio of 1.12 percent. 

"(C) If any additional amount ls required 
to be recalled under paragraph (1) (after de
ducting the total of the equitable shares cal
culated under subparagraph (B)), the agen
cies' equitable shares shall include addi
tional amounts-

"(i) determined by imposing on each such 
agency an equal percentage reduction in the 
amount of each agency's reserve fund re
maining after deduction of the amount re
called under subparagraph (B); and 

"(ii) the total of which equals the addi
tional amount that is required to be recalled 
under paragraph (1) (after deducting the 
total of the equitable shares calculated 
under subparagraph (B)). 

"(4) RESTRICTED ACCOUNTS.-Within 90 days 
after the beginning of each of fiscal years 
1998 through 2002, each guaranty agency 
shall transfer a portion of each agency's eq
uitable share determined under paragraph (3) 
to a restricted account established by the 
guaranty agency that is of a type selected by 
the guaranty agency with the approval of 
the Secretary. Funds transferred to such re
stricted accounts shall be invested in obliga
tions issued or guaranteed by the United 
States or in other similarly low-risk securi
ties. A guaranty agency shall not use the 
funds in such a restricted account for any 
purpose without the express written permis
sion of the Secretary, except that a guaranty 
agency may use the earnings from such re
stricted account for activities to reduce stu
dent loan defaults under this part. The por
tion required to be transferred shall be deter
mined as follows: 

"(A) In fiscal year 1998-
"(i) all agencies combined shall transfer to 

a restricted account an amount equal to one
fifth of the total amount recalled under 
paragraph (1); 

"(ii) each agency with a reserve ratio (as 
computed under paragraph (3)(A)) that ex
ceeds 2 percent shall transfer to a restricted 
account so much of the amounts held in such 
agency's reserve fund as exceed a reserve 
ratio of 2 percent; and 

"(iii) each agency shall transfer any addi
tional amount required under clause (i) 
(after deducting the amount transferred 
under clause (ii)) by transferring an amount 
that represents an equal percentage of each 
agency's equitable share to a restricted ac
count. 

"(B) In fiscal years 1999 through 2002, each 
agency shall transfer an amount equal to 
one-fourth of the total amount remaining of 
the agency's equitable share (after deduction 
of the amount transferred under subpara
graph (A)) . 

"(5) SHORTAGE.-If, on September 1, 2002, 
the total amount in the restricted accounts 
described in paragraph (4) is less than the 
amount the Secretary ls required to recall 
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under paragraph (1), the Secretary shall re
quire the return of the amount of the short
age from other reserve funds held by guar
anty agencies under procedures estabiished 
by the Secretary. 

"(6) PROHIBITION.-The Secretary shall not 
have any authority to direct a guaranty 
agency to return reserve funds under sub
section (g)(l)(A) during the period from the 
date of enactment of this subsection through 
September 30, 2002, and any reserve funds 
otherwise returned under subsection (g)(l) 
during such period shall be treated as 
amounts recalled under this subsection and 
shall not be available under subsection (g)(4). 

"(7) DEFINITION.- For purposes of this sub
section the term 'reserve funds ' when used 
with respect to a guaranty agency-

"(A) includes any reserve funds held by, or 
under the control of, any other entity; and 

"(B) does not include buildings, equipment, 
or other nonliquid assets. " . 

(b) CONFORMING AMENDMENT.-Section 
428(c)(9)(A) of the Higher Education Act of 
1965 (20 U.S.C. 1078(c)(9)(A)) is amended-

(1) in the first sentence, by striking " for 
the fiscal year of the agency that begins in 
1993" ; and 

(2) by striking the third sentence. 
SEC. 7002. REPEAL OF DIRECT LOAN ORIGINA

TION FEES TO INSTITUTIONS OF 
HIGHER EDUCATION. 

Section 452 of the Higher Education Act of 
1965 (20 U.S.C. 1087b) is amended-

(!) by striking subsection (b); and 
(2) by redesignating subsections (c) and (d) 

as subsections (b) and (c), respectively. 
SEC. 7003. LENDER AND HOLDER RISK SHARING . . 

Section 428(b)(l)(G) of the Higher Edu
cation Act of 1965 (20 U.S.C. 1078(b)(l)(G)) is 
amended by striking " not less than 98 per
cent" and inserting " 95 percent" . 
SEC. 7004. FEES AND INSURANCE PREMIUMS. 

(a) IN GENERAL.-Section 428(b)(l)(H) of the 
Higher Education Act of 1965 (20 U.S.C. 
1078(b)(l)(H)) is amended-

(1) by inserting " (i)" before " provides"; 
(2) by striking "the loan, " and inserting 

"any loan made under section 428 before July 
1, 1998,"; 

(3) by inserting " and " after the semicolon; 
and 

(4) by adding at the end the following: 
"(ii) provides that no insurance premiums 

shall be charged to the borrower of any loan 
made under section 428 on or after July 1, 
1998;". 

(b) SPECIAL ALLOWANCES.-Section 438(c) of 
the Higher Education Act of 1965 (20 U.S.C. 
1087-l(c)) is amended-

(!) in paragraph (2), by striking " paragraph 
(6)" and inserting "paragraphs (6) and (8)"; 
and 

(2) by adding at the end the following: 
"(8) ORIGINATION FEE ON SUBSIDIZED LOANS 

ON OR AFTER JULY 1, 1998.-In the case of any 
loan made or insured under section 428 on or 
after July 1, 1998, paragraph (2) shall be ap
plied by substituting '2.0 percent' for '3.0 per
cent'.". 

(c) DIRECT LOANS.-Section 455(c) of the 
Higher Education Act of 1965 (20 U.S.C. 
1087e(c)) is amended-

(!) by striking " The Secretary" and insert
ing the following: 

"(l) IN GENERAL.-For loans made under 
this part before July 1, 1998, the Secretary" ; 

(2) by striking " of a loan made under this 
part"; and 

(3) by adding at the end the following: 
"(2) ORIGINATION FEE.-For loans made 

under this part on or after July 1, 1998, the 
Secretary shall charge the borrower an origi
nation fee of 2.0 percent of the principal 

amount of the loan, in the case of Federal 
Direct Stafford/Ford Loans.". 
SEC. 7005. SECRETARY'S EQUITABLE SHARE. 

Section 428(c)(6)(A)(ii) of the Higher Edu
cation Act of 1965 (20 U.S.C. 1078(c)(6)(A)(ii) is 
amended by striking " 27 percent" and insert
ing "18.5 percent". 
SEC. 7006. FUNDS FOR ADMINISTRATIVE EX

PENSES. 
The first sentence of section 458(a) of the 

Higher Education Act of 1965 (20 U.S.C. 
1087h(a)) is amended by striking 
" $260,000,000" and all that follows through 
the end of the sentence and inserting 
" $532,000,000 in fiscal year 1998, $610,000,000 in 
fiscal year 1999, $705,000,000 in fiscal year 
2000, $750,000,000 in fiscal year 2001, and 
$750,000,000 in fiscal year 2002. ". 
SEC. 7007. EXTENSION OF STUDENT AID PRO

GRAMS. 
Title IV of the Higher Education Act of 

1965 (20 U.S.C. 1070 et seq.) is amended-
(1) in section 424(a), by striking "1998." and 

" 2002." and inserting " 2002. " and " 2006. " , re
spectively; 

(2) in section 428(a)(5), by striking "1998," 
and "2002." and inserting "2002," and "2006. ", 
respectively; and 

(3) in section 428C(e), by striking " 1998. " 
and inserting "2002.". 
SEC. 7008. EFFECTIVE DATE. 

This subtitle and the amendments made by 
this subtitle take effect on October 1, 1997. 

AMENDMENT NO. 491 
(Purpose: To prohibit cost-sharing for chil

dren in families with incomes that are less 
than 150 percent of the poverty line) 
Section 1916(g)(l) of the Social Security 

Act, as amended by section 5754, is amended 
by inserting before the period the following: 
", except that no cost-sharing may be im
posed with respect to medical assistance pro
vided to an individual who has not attained 
age 18 if such individuals family income does 
not exceed 150 percent of the poverty line ap
plicable to a family of the size involved, and 
if, as of the date of enactment of the Bal
anced Budget Act of 1997, cost-sharing could 
not be imposed with respect to medical as
sistance provided to such individual. ". 

AMENDMENT NO. 492 
(Purpose: To ensure the provision of appro

priate benefits for uninsured children with 
special needs) 
At the appropriate place in section 2102(5) 

of the Social Security Act as added by sec
tion 5801, insert the following: " The benefits 
shall include additional benefits to meet the 
needs of children with special needs, includ
ing-

"(A) rehabilitation and habilitation serv
ices, including occupational therapy, phys
ical therapy, speech and language therapy, 
and respiratory therapy services; 

"(B) mental health services; 
"(C) personal care services; 
"(D) customized durable medical equip

ment, orthotics, and prosthetics, as medi
cally necessary; and 

"(E) case management services. 
"With respect to FEHBP-equivalent chil
dren's health insurance coverage, services 
otherwise covered under the coverage in
volved that are medically necessary to main
tain, improve, or prevent the deterioration 
of the physical, developmental, or mental 
health of the child may not be limited with 
respect to scope and duration, except to the 
degree that such services are not medically 
necessary. Nothing in the preceding sentence 
shall be construed to prevent FEHBP-equiva-

lent children's health insurance coverage 
from utilizing appropriate utilization review 
techniques to determine medical necessity 
or to prevent the delivery of such services 
through a managed care plan. '' . 

AMENDMENT NO. 493 
(Purpose: To exempt severely disabled aliens 

from the ban on receipt of supplemental se
curity income) 
On page 874, between lines 7 and 8, insert 

the following: 
SEC. 5817A. SSI ELIGIBILITY FOR SEVERELY DIS

ABLED ALIENS. 
Section 402(a)(2) of the Personal Responsi

bility and Work Opportunity Reconciliation 
Act of 1996 (8 U.S.C. 1612(a)(2)), as amended 
by section 5815, is amended by adding at the 
end the following: 

"(I) SSI EXCEPTION FOR SEVERELY DISABLED 
ALIENS.-With respect to eligibility for bene
fits for the program defined in paragraph 
(3)(A) (relating to the supplemental security 
income program), paragraph (1), and the Sep
tember 30, 1997 application deadline under 
subparagraph (G), shall not apply to any 
alien who is lawfully present in the United 
States and who has been denied approval of 
an application for naturalization by the At
torney General solely on the ground that the 
alien is so severely disabled that the alien is 
otherwise unable to satisfy the requirements 
for na turaliza ti on.". 

AMENDMENT NO 494 
(Purpose: To provide for Medicaid eligibility 

of disabled children who lose SSI benefits) 
On page 874, between lines 7 and 8, insert 

the following: 
SEC. 5817A CONTINUATION OF MEDICAID ELIGI

BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 
1902(a)(10)(A)(i)(II)( 42 U.S. C. 
1396a(a)(lO)(A)(i)(II)) is amended by inserting 
"(or were being paid as of the date of enact
ment of section 2ll(a) of the Personal Re
sponsibility and Work Opportunity Act of 
1996 (Public Law 104-193; 110 Stat. 2188) and 
would continue to be paid but for the enact
ment of that section)" after "title XVI". 

(b) OFFSET.-Section 2103(b) of the Social 
Security Act (as added by section 5801) is 
amended-

(!) in paragraph (2), by striking "and" at 
the end; 

(2) in paragraph (3), by striking the period 
and inserting " ; and"; and 

(3) by adding at the end the following: 
"(4) the amendment made by section 

5817A(a) of the Balanced Budget Act of 1997 
(relating to continued eligibility for certain 
disabled children).". 

(c) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

AMENDMENT NO. 495 
(Purpose: To establish a process to permit a 

nurse aide to petition to have his or her 
name removed from the nurse aide registry 
under certain circumstances) 
On page 844, between lines 7 and 8, insert 

the following: 
SEC . . REMOVAL OF NAME FROM NURSE AIDE 

REGISTRY. 
(a) MEDICARE.-Section 1819(g)(l)(C) of the 

Social Security Act (42 U.S.C. 1395i-
3(g)(l)(C)) is amended-

(1) in the first sentence by striking " The 
State" and inserting "(i) The State' ?; and 

(2) by adding at the end the following: 
"(ii)(I) In the case of a finding of neglect, 

the State shall establish a procedure to per
mit a nurse aide to petition the State to 
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have his or her name removed from the reg
istry upon a determination by the State 
that-

"(aa) the employment and personal history 
of the nurse aide does not reflect a pattern of 
abusive behavior or neglect; and 

"(bb) the neglect involved in the original 
finding was a singular occurrence. 

"(II) In no case shall a determination on a 
petition submitted under clause (I) be made 
prior to the expiration of the 1-year period 
beginning on the date on which the name of 
the petitioner was added to the registry 
under this subparagraph.". 

(b) MEDICAID.-Section 1919(g)(l)(C) of the 
Social Security Act (42 U.S.C. 1396r(g)(l)(C)) 
is amended-

(1) in the first sentence by striking "The 
State" and inserting "(i) The State"; and 

(2) by adding at the end the following: 
"(ii)(I) In the case of a finding of neglect, 

the State shall establish a procedure to per
mit a nurse aide to petition the State to 
have his or her name removed from the reg·
istry upon a determination by the State 
that-

"(aa) the employment and personal history 
of the nurse aide does not reflect a pattern of 
abusive behavior or neglect; and 

"(bb) the neglect involved in the original 
finding was a singular occurrence. 

" (II) In no case shall a determination on a 
petition submitted under clause (I) be made 
prior to the expiration of the 1-year period 
beginning on the date on which the name of 
the petitioner was added to the registry 
under this subparagraph.". 

(C) RETROACTIVE REVIEW.-The procedures 
developed by a State under the amendments 
made by subsection (a) and (b) shall permit 
an individual to petition for a review of any 
finding made by a State under section 
1819(g)(l)(C) or 1919(g)(l)(C) of the Social Se
curity Act (42 U.S.C. 1395i-3(g)(l)(C) or 
1396r(g)(l)(C)) after January 1, 1995. 

(d) STUDY AND REPORT.-
(1) STUDY.-The Secretary of Health and 

Human Services shall conduct a study of-
(A) the use of nurse aide registries by 

States, including the number of nurse aides 
placed on the registries on a yearly basis and 
the circumstances that warranted their 
placement on the registries; 

(B) the extent to which institutional envi
ronmental factors (such as a lack of ade
quate training or short staffing) contribute 
to cases of abuse and neglect at nursing fa
cilities; and 

(C) whether alternatives (such as a proba
tional period accompanied by additional 
training or mentoring or sanctions on facili
ties that create an environment that encour
ages abuse or neglect) to the sanctions that 
are currently applied under the Social Secu
rity Act for abuse and neglect at nursing fa
cilities might be more effective in mini
mizing future cases of abuse and neglect. 

(2) REPORT.-Not later than 2 years after 
the date of enactment of this Act, the Sec
retary of Health and Human Services shall 
prepare and submit to the appropriate com
mittees of Congress, a report concerning the 
results of the study conducted under para
graph (1) and the recommendation of the 
Secretary for legislation based on such 
study. 

AMENDMENT NO. 496 

(Purpose: To strike the limitation on the 
coverage of abortions) 

On page 860, strike all matter after line 10 
and before line 15, and the following: 

"(d) USE LIMITED TO STATE PROGRAM EX
PENDITURES.-Funds provided to an eligible 

State under this title shall only be used to 
carry out the purpose of this title. 

AMENDMENT NO. 497 

(Purpose: To clarify that risk solvency 
standards established for managed care en
tities under the Medicaid program shall 
not preempt any State standards that are 
more stringent) 
On page 743, line 6, strike the period and 

insert " (but that shall not preempt any 
State standards that are more stringent than 
the standards established under this sub
paragraph.''. 

AMENDMENT NO. 498 

(Purpose: To allow funds provided under the 
welfare-to-work grant program to be used 
for the microloan demonstration program 
under the Small Business Act) 
On page 888, between lines 22 and 23, insert 

the following: 
"(VI) Technical assistance and related 

services that lead to self-employment 
through the microloan demonstration pro
gram under section 7(m) of the Small Busi
ness Act (15 U.S.C. 636(m)) 

Mr. LAUTENBERG. Again, the first 
amendment on that list, Mr. ·President, 
is the Lautenberg amendment. 

Mr. CONRAD addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator recognizes the Senator from North 
Dakota. 

Mr. LAUTENBERG. May we finish 
this up? 

Mr. DOMENIC!. I need to finish this 
work, if you don't mind. 

Senator, I understand you did submit 
an amendment with reference to the il
legal aliens. 

Mr. LAUTENBERG. Legal. 
Mr. DOMENIC!. Legal aliens. 

AMENDMENT NO. 499 

(Purpose: To provide SSI eligibility for 
disabled legal aliens) 

Mr. DOMENIC!. Mr. President, I send 
an amendment to the desk. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

ICI] proposes an amendment numbered 499. 

Mr. DOMENIC!. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

·The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Strike sections 5811 through 5814 and insert 

the following: 
SEC. 5812. EXTENSION OF ELIGIBILITY PERIOD 

FOR REFUGEES AND CERTAIN 
OTHER QUALIFIED ALIENS FROM 5 
TO 7 YEARS FOR SSI AND MEDICAID. 

(a) SSL-Section 402(a)(2)(A) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)(A)) is amended to read as follows: 

"(A) TIME-LIMITED EXCEPTION FOR REFU
GEES AND ASYLEES.-

"(i) SSL-With respect to the specified 
Federal program described in paragraph 
(3)(A) paragraph 1 shall not apply to an alien 
until 7 years after the date-

"(!) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act. 

"(ii) FOOD STAMPS.-With respect to the 
specified Federal program described in para
graph (3)(B), paragraph 1 shall not apply to 
an alien until 5 years after the date-

"(1) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act: 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act.". 

(b) MEDICAID.-Section 402(b)(2)(A) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(b)(2)(A)) is amended to read as follows: 

"(A) TIME-LIMITED EXCEPTION FOR REFU
GEES AND ASYLEES.-

"(i) MEDICAID.-With respect to the des
ignated Federal program described in para
graph (3)(0), paragraph 1 shall not apply to 
an alien until 7 years after the date-

"(I) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and nationality Act: 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act. 

"(ii) OTHER DESIGNATED FEDERAL PRO
GRAMS.-With respect to the designated Fed
eral programs under paragraph (3) (other 
than subparagTaph (C)), paragraph 1 shall 
not apply to an alien until 5 years after the 
date-

"(I) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act.". 

(c) STATUS OF CUBAN AND HAITIAN EN
TRANTS.-For purposes of sections 
402(a)(2)(A) and 402(b)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A), 
(b)(2)(A), an alien who is a Cuban and Hai
tian entrant, as defined in section 50l(e) of 
the Refugee Education Assistance Act of 
1984, shall be considered a refugee. 
SEC. 5813. SSI ELIGIBILITY FOR PERMANENT 

RESIDENT ALIENS WHO ARE MEM
BERS OF AN INDIAN TRIBE. 

Section 402(a)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1966 (8 U.S.C. 1612(a)(2)) (as amended 
by section 5311) is amended by adding at the 
end the following: 

"(F) PERMANENT RESIDENT ALIENS WHO ARE 
MEMBERS OF AN INDIAN TRIBE.-With respect 
to eligibility for benefits for the program de
fined in paragraph (3)(A) (relating to the sup
plemental security income program), para
graph (1) shall not apply to an alien who-

"(i) is lawfully admitted for permanent 
residence under the Immigration and Nation
ality Act; and 

"(ii) is a member of an Indian tribe (as de
fined in section 4(e) of the Indian Self-Deter
mination and Education Assistance Act).". 
SEC. 5814. SSI ELIGIBILITY FOR DISABLED LEGAL 

ALIENS IN THE UNITED STATES ON 
AUGUST 22, 1996. 

(a) Section 402(a)(2) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2) (as 
amended by section 5813) is amended by add
ing at the end the following: 

"(G) SSI ELIGIBILITY FOR DISABLED 
ALIENS.-With respect to eligibility for bene
fits for the program defined in paragraph 
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(3)(A) (relating to the supplemental security 
income program), paragraph (1) . shall not 
apply-

" (i) to an alien who-
"(I) is lawfully residing in any State on 

August 22, 1996; and 
" (II) is disabled, as defined in section 

1614(a)(3) of the Social Security Act (42 
U.S.C. 1382c(a)(3)); or 

"(ii) to an alien who-
"(l) is lawfully residing in any State and 

after such date; 
" (II) is disabled (as so defined and 
" (III) as of June 1, 1997, is receiving bene

fits under such program. " . 
" (b) Funds shall be made available for not 

to exceed 2 years for elderly SSI recipients 
made ineligible for benefits after August 22, 
1996. 

Mr. DOMENIC!. I wonder if the Sen
ator from Delaware would mind taking 
over for me. We are only going to be 
another 10 minutes, and he can close it. 
I would appreciate that. 

Senator LAUTENBERG, I will see you 
in the morning. 

Mr. LAUTENBERG. I look forward to 
that. 

Mr. DOMENIC!. Have we run out of 
time under the bill? 

The PRESIDING OFFICER. My un
derstanding is that the time runs out 
at 9:15. 

Mr. DOMENIC!. You have plenty of 
time, Senator. 

Several Senators addressed the 
Chair. 

Mr. CONRAD. Mr. President, I yield
ed to the distinguished Republican 
manag·er. I would like to reclaim my 
time at this point. 

Mr. DOMENIC!. I didn't know you 
had an amendment. 

Mr. CONRAD. I have a point of order 
that I would like to raise. 

Mr. DOMENIC!. I wonder if we could 
finish this part of getting them in. 

Mr. CONRAD. Yes. I would be happy 
to yield for that purpose. 

AMENDMENT NO. 500 

(Purpose: To require that any benefits pack
age offered under the block grant option 
for the children's health initiative includes 
hearing and visions services) 

Mr. DOMENIC!. I send an amendment 
to the desk in behalf of Mr. CHAFEE and 
Mr. ROCKEFELLER. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

IC!] for Mr. CHA FEE for himself and Mr. 
ROCKEFELLER, proposes an amendment num
bered 500. 

The amendment is as follows: 
On page 847, beginning on line 1, strike 

" and that otherwise satisfies State insur
ance standards and requirements." and in
sert " that includes hearing and vision serv
ices for children, and that otherwise satisfies 
State insurance standards and require
ments." . 

AMENDMENT NO. 501 

(Purpose: To require that any benefits pack
age offered under the block grant option 
for the children's health initiative includes 
hearing and visions services) 

Mr. DOMENIC!. Mr. President, I send 
an amendment to the desk in behalf of 

Senator CHAFEE and Senator ROCKE
FELLER. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Mexico [Mr. DOMEN

IC!] , for Mr. CHAFEE, for himself and Mr. 
ROCKEFELLER proposes an amendment num
bered 501. 

The amendment is as follows: 
On page 861, after line 26, add the fol

lowing: 
"(4) HEARING AND VISION SERVICES.

Notwithstanding the definition of FEHBP
equivalent children's health insurance cov
erage in section 2102(5), any package of 
health insurance benefits offered by a State 
that opts to use funds provided under this 
title under this section shall include hearing 
and vision services for children. " . 

Mr. CONRAD addressed the Chair. 
The PRESIDING OFFICER. The Sen

ator from North Dakota. 
I would assume that the Senator 

would be willing to yield for additional 
amendments that may be filed. 

Mr. CONRAD. That is the case. 
The PRESIDING OFFICER. The Sen

ator may proceed. 
POINT OF ORDER 

Mr. CONRAD. I rise to make a point 
of order that section 5822 of this bill is 
extraneous and violates section 
313(b)(l)(D) of the Budget Act, the so
called Byrd rule. 

Mr. President, I urge my colleagues 
to join me in opposing what amounts 
to a $2 billion blank check for one 
State, the State of Texas. 

The bill before us would require the 
Secretary of Health and Human Serv
ices to approve the privatization of all 
Federal and State health and human 
services benefit programs in the State 
of Texas without any hearings and 
without any opportunity to review the 
proposal or ensure that the goals of 
these programs are furthered by the 
proposal. 

Mr. President, this is truly unprece
dented. If we look at the potential im
pact from this one State waiver, we see 
that it affects 2.35 million Medicaid 
beneficiaries, 2.1 million food stamp re
cipients, 10 percent of all the food 
stamp recipients in the United States, 
nearly 1 million WIC recipients, and 
20,000 children who are up for adoption 
or qualify for foster care assistance. 

The Texas waiver amounts to a $2 
billion blank check without the benefit 
of one hearing and without the benefit 
of any Senator knowing what is in the 
proposal, because this is a proposal 
that has not been revealed to the U.S. 
Senate. There has been no waiver sub
mitted. 

We hear a lot of talk that it is a 
waiver. There has been no waiver sub
mitted. This is a procurement docu
ment which, by law, is confidential and 
cannot be reviewed by the U.S. Senate. 
There have been no public hearings on 
this proposal- not one. Not a single 
Member here has had privy to what 
this procurement document involves. 

There are serious unanswered ques
tions about whether taxpayers are pro
tected from liability, mismanagement 
or fraud. 

Mr. President, let me go to the next 
chart. The contracting of human serv
ices has a very checkered record. I have 
produced reviews of just four situations 
which have occurred around the coun
try, because I think before we leap off 
this precipice, we ought to know what 
is in this agreement . What is in this 
proposal? None of us have been privy to 
what is here. 

Let me just review with my col
leagues what we have seen in other 
agreements like this around the coun
try. In California, an agreement with 
Lockheed Martin for a child support 
enforcement contract, harshly criti
cized in the California Assembly, slat
ed to cost $99 million, now projected to 
cost · $260 million, · cost overrun of 163 
percent. The State of California 
stopped payment in February of 1997; 
limited contractor liability of only $44 
million. Taxpayers have to pick up the 
rest-a disaster in California. 

Do we want this to be repeated in 
Texas? Some will say, well, it won ' t 
happen in Texas. On what basis do they 
say that? Not a single Senator knows 
what is in that procurement document 
- not a single one-because it is con
fidential. 

Virg·inia: Electronic Data Systems, a 
Medicaid contract. By the way, this is 
the same company that seeks to pri
vatize all-let me emphasis-every sin
gle Federal and State program in the 
State of Texas. The same company is 
involved in this Virginia matter. 

This is a Medicaid contract in Vir
ginia. The contract has been canceled; 
20 months behind schedule; error rate 
of more than 50 percent-error rate of 
more than 50 percentr-alleged sweet
heart deal; EDS selected over compet
itor whose bid was 50 percent less; al
leged conflict of interest; company won 
contract after making revolving-door 
hire of a senior Virginia Medicaid offi
cial. 

Texas: Anderson Consulting, a child 
support system contract; 559 percent 
over the budget; over 4 years behind 
schedule; design errors result in inabil
ity to handle changes in Federal regu
lations; taxpayers to foot more than 78 
percent of the project cost-another 
disaster. 

Mr. President, before we do this, we 
ought to know what is in this procure
ment document. We shouldn' t be hand
ing a blank check to Texas, or any 
other State. I wouldn' t advocate this 
for my State-a blank check that could 
blow up on the taxpayers like these ex
amples have blown up. 

Let me just conclude with the Flor
ida Unisys contract, a Medicaid con
tract. Unisys employees arrested for 
grand theft; one pleaded guilty to 
fraud, forgery and money-laundering; 
two others charged with racketeering; 
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more arrests expected; use of tem
porary employees, one of whom stole 
almost a quarter of a million dollars. 

And we are getting ready to approve 
this kind of deal for the State of Texas 
without any hearing, without any re
view, without a single Senator know
ing what is in the proposed agreement? 

Mr. President, we ought to think 
very carefully before we go down this 
path. 

In Florida, authorities investigating 
alleged Medicaid theft of $20 million. 

Boy, if the warning lights aren' t out 
on this one, I don' t know what it will 
take. 

Mr. President, we ought to review 
this circumstance, have a chance to re
view it, have hearings, and make a de
termination if it makes any sense for 
us to proceed on this basis. I think 
there are serious and legitimate ques
tions surrounding this proposed pro
curement document. 

The Texas waiver has serious unan
swered questions. How do we prevent 
the massive cost overruns and high 
error rates that plague similar projects 
in other States? -

How do we protect against revolving
door hiring, kickbacks, or other fraud? 

Will the taxpayers be liable if a con
tractor fails to enroll eligible individ
uals? 

You know, this is a fundamental re
sponsibility of Government to make 
certain that those who are eligible get 
the benefits to which they are entitled. 

Who pays for it if they enroll people 
who are not eligible? 

What happens to vulnerable Ameri
cans who need these programs for basic 
survival if the contractor has financial 
incentives to minimize enrollment, 
even of those who have every legal 
right to be qualified? 

Mr. President, I would like to quote 
an editorial from the Salt Lake Trib
une of April 27th. This is what the Salt 
Lake Tribune said on April 27 of this 
year: 

Certain elements of a welfare program lend 
themselves well to contracting, vouchers, or 
other forms of privatization . .. 

I think we all agree with that: 
But when it comes to deciding who will re

ceive public assistance or who should lose 
custody of a child, the private sector has its 
limits. If a private group's primary mission 
is to make pron t s . _ . services may be re
duced . _ . Government employees, on the 
other hand, are subject to more public scru
tiny and are expected to promote the public 
good within constitutional protections for 
individuals. 

Mr. President, let's not fix what isn't 
broken. 

Virtually every State is currently op
erating, developing, or planning the de
velopment of an integrated, automated 
eligibility and enrollment system for 
TANF, food stamps, and Medicaid. 
Thirty-eight States with Federally cer
tified systems; three States installing; 
five States developing; two States 
planning; three States with State-de
veloped systems. 

Let's not throw the baby out with 
the bathwater. 

I urge my colleagues to support this 
well-taken point of order. 

I thank the Chair. I yield the floor. 
Mr. ROTH. Mr. President, I move to 

waive the point of order. 
The PRESIDING OFFICER. The Sen

ator from Delaware. 
MOTION TO WAIVE THE BUDGET ACT 

Mr. ROTH. I move to waive the point 
of order . 

Mr. CONRAD. Mr. President, par
liamentary inquiry. 

The PRESIDING OFFICER. State the 
inquiry_ 

Mr. CONRAD. Parliamentary in
quiry. The motion to waive the point of 
order has been raised. Will this be 
stacked in votes tomorrow? Would that 
be the intention of the Chair? 

Mr. ROTH. That would be the intent 
of the chairman. 

Mr. CONRAD. That would be the in
tent of the chairman. 

Mr. President, would that be the in
tent? 

The PRESIDING OFFICER. That 
would be the procedure. 

Mr. CONRAD. I ask for the yeas and 
nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There is a sufficient second. 
The yeas and nays were ordered. 
Mr. CONRAD. I thank the Chair. 
Mr. LA UTENBERG addressed the 

Chair. 
The PRESIDING OFFICER. The 

Chair recognizes the Senator from New 
Jersey. 

Mr. LA UTENBERG. Mr. President, I 
can' t let this moment pass without 
commending--

Mr. ROTH. Could the Senator yield 
so I ca n send this amendment to the 
desk fo r consideration? 

Mr. LAUTENBERG. Yes, of course. I 
would be happy to yield to the chair
man of the Finance Committee. But I 
expect to regain the floor . 

AMENDMENT NO. 502 

Mr. ROTH. Mr. President, I submit 
an amendment on behalf of Senator 
D' AMATO on Medicare, on the duplica
tion provision for consideration tomor
row. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH] for 

Mr. D'AMATO, proposes an amendment num
bered 502. 

The a mendment is as follows: 
Section 1. In 42 U.S.C. § 1395ss(d)(3)(A)(v), 

insert "(a )" before " For'', and after the first 
sentence insert: 

" (b) For purposes of this subparagraph, a 
health insurance policy (which may be a con
tract with a health maintenance organiza
tion) is not considered to " duplicate" health 
benefits under this title or title XIX or under 
another health insurance policy if it--

(I) pr ovides comprehensive health care 
benefits that replace the benefits provided 
by another health insurance policy, 

(II) is being provided to an individual enti
tled to benefits under Part A or enrolled 
under Part B on the basis of section 226(b), 
and 

(Ill) coordinates against items and services 
available or paid for under this title or title 
XIX, provided that payments under this title 
or title XIX shall not be treated as payments 
under such policy in determining annual or 
lifetime benefit limits. 

Section 2. In 42 U.S.C. § 1395ss(d)(3)(A)(v), 
insert " (c)" before " For purposes of this 
clause" . 

The PRESIDING OFFICER. The Sen
ator from New Jersey. 

POINT OF ORDER 
Mr. LAUTENBERG. Mr. President, I 

want to commend our friend and col
league from North Dakota for being 
aware of what is potentially taking 
place here. 

Mr. President, this is a small exam
ple of the kind of document that you 
might have that has all kinds of bad 
goodies in here. One of the things that 
you have to do around here is to make 
certain that everybody is on the alert 
to the fact that some things get into 
these bills without being discussed, 
without being formally introduced. It 
has a way of sneaking in there. There 
is an osmosis process in which they fall 
down from the sky and get in there. 
This is one that is really kind of sky
high. 

I express very serious concerns about 
the provision in this bill, that it will 
allow, as the Senator from North Da
kota said, in this case Texas, but any 
State-to have private companies de
termine the eligibility for low-income 
benefits like Medicaid, WIC and food 
stamps. 

Mr. President, this is a budget rec
onciliation bill , not a Government 
management reform bill. In my view, 
the privatization provision does not be
long in fast-track legislation- fast 
track, that means to get it through 
here as quickly as you can- that is de
signed primarily to implement the 
budget resolution. This provision has 
no real impact on the deficit except to 
potentially make it worse in the years 
ahead, and it would represent a signifi
cant policy change with broad-ranging 
implications. 

I also note that this provision is out
side of the bipartisan budget agree
ment. It was never discussed at any 
one of the negotiating sessions because 
I personally sat there at every one of 
them, and it never appeared in any 
early drafts of the budget agreement. 

This provision raises some very im
portant policy questions. For example, 
will these private companies have an 
incentive , as the Senator from North 
Dakota pointed out in his chart, to ex
clude people that they would rather 
not carry from low-income programs. 
Will they receive bonuses for doing so? 
Will they feel inclined to do so in order 
to win other State government con
tracts? 
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Now, Mr. P r esident, I kind of grew 

up, if I can say, in the computer busi
ness, and we have seen some of the fin
est companies in the world make mis
takes. We have seen it here with the 
FAA contract, a fairly complicated 
piece of business, and it was pointed 
out that it was Unisys and EDS and 
names that are very well known in the 
computer field. Mistakes are made and 
sometimes these things run way over 
the original cost estimate, as dem
onstrated in the example we saw, so we 
cannot afford to put all of our citizens 
subject to what might go awry here 
and spend $2 billion to take care of an 
arrangement, whatever that arrange
ment is. Ask every citizen here wheth
er they would feel like kicking into 
this thing, and I am sure that given a 
proper questionnaire they would say, 
"Heck, no. " This is not for us and no 
State ought to be so privileged as to 
get that kind of an advantage. 

Mr. President, the Department of 
Heal th and Human Services reports 
that there may be 3 million children el
igible for Medicaid who are not en
rolled in the program. It is a serious 
problem and I feel could even get worse 
under a privatization program. If pri
vate companies are put in charge of en
rolling more children for Medicaid, 
would they really conduct aggressive 
outreach programs to enroll children, 
to encourage people to bring them in 
even if it meant that the State 's Med
icaid costs would go up? I would not 
bet on it. 

I want to be clear. I am not nec
essarily opposed to privatization of 
some Government services. However, it 
must be considered very carefully, es
pecially when the lives of vulnerable 
Americans are at stake. This proposal 
really breaks new ground. For the first 
time, private interests would be handed 
complete power to make benefit deci
sions that are of critical importance to 
people with low incomes. 

It is like turning our military over to 
private hands and letting them design 
what conflicts we are going to get in
volved with. The fact is that much of 
the allure of privatization is to save 
money, and there is a place for that. 
For example , Congress has to decide to 
have private companies operate some 
of its cafeterias and do some of its 
cleaning, and perhaps that translates 
into more savings and better service 
for congressional employees. But Con
gress has wisely limited the roll of pri
vate companies in many functions of 
Government. Private companies are 
not allowed to operate our military in
stallations, nor do we have private 
companies administer our Social Secu
rity system. We draw the line at some 
point. 

I am concerned that privatizing deci
sions about benefits for low-income in
dividuals may g·o over this line. At 
least, at the very least, it needs careful 
and thorough study. Yet, I understand 

that the Finance Committee has not 
reviewed the details of the Texas waiv
er, has never seen the full proposal, and 
since the Senator from North Dakota 
is also a member of the Finance Com
mittee and talks about the secret na
ture of this agreement, that further 
confirms what the rest of us who are 
not on the Finance Committee might 
not know and that is that it has never 
had appropriate scrutiny, never had ap
propriate review. 

Mr. CONRAD. Will the Senator yield 
on that? 

Mr. LAUTENBERG. I would be de
lighted. 

Mr. CONRAD. Is the Senator aware 
that the proposal before us forces the 
Secretary of Health and Human Serv
ices to approve without comment or re
view any proposal submitted by the 
State of Texas which includes provi
sions to contract out for eligibility de
terminations? Was the Senator so 
aware? 

Mr. LAUTENBERG. Not aware. I can
not even believe it would be suggested, 
because that is such a dereliction of 
duty that I think everybody would be 
embarrassed if something like this 
took place. What do you mean? That a 
Secretary has no right to review the 
conditions under which we are 'spend
ing the taxpayers ' money? 

Mr. CONRAD. If we think about this, 
these are programs with respect to food 
stamps and WIC that are 100 percent 
federally funded. The Medicaid Pro
gram is over 50 percent federally fund
ed. 

Mr. LAUTENBERG. The rest of it is 
State funded. 

Mr. CONRAD. The rest of it is State 
funded. We would be in a position to 
endorse any proposal the State of 
Texas sent up here without any review, 
without any comment by the Secretary 
of Heal th and Human Services. That is 
the situation we are in with the pro
posal in the underlying legislation. I 
just ask the Senator, has he ever heard 
of such a proposal before the Senate? 

Mr. LAUTENBERQ Neve~ not even 
in the years that I spent in the private 
sector, and I ran a pretty good-sized 
company with 16,000 employees when I 
left. It did better after I left. It now 
has 30,000 employees. 

Never have I seen it. Never, when one 
works with Government, have I seen 
this kind of an arrangement that has a 
peculiar odor, and it is not Chanel No. 
5. The fact is that to give away Govern
ment funds in a program as sensitive as 
this to take care of the poor-listen, all 
of us have seen the abuses of private 
sector companies that have taken over 
health care and things of that nature. 

It just blows one 's mind when you see 
that the president of a company that is 
in the heal th care business made $22 
million in a single year and meanwhile 
is squeezing down because that is 
where the profits are going to come 
from , from cutting conditions. They 

are cutting programs that are supposed 
to take care of people 's health. 

Well , do you want to have someone 
up there whose bonus, whose stock op
tions, whose salary depends on making 
sure that they service as few people as 
possible, reduce expenses as much as 
possible when, in fact , the WIC Pro
gram is designed to take care of people 
who are really impoverished, people 
who need the nutrition that comes 
through the program to sustain them? 
So do you want to have some executive 
sitting at some remote place-and I 
liked that executive life when I was 
there, but it was never at the Govern
ment 's expense-at Government ex
pense. We see constant reference to 
cases being tried, investigations being 
conducted where programs were turned 
over to the private sector. I talk about 
things like jails-we have tried that in 
New Jersey- which were dismal fail
ures because they could not protect the 
guards sufficiently in these jails· be
cause they did not hire the right kind 
of people. They did not provide them 
with the right kind of tools. The facili
ties were not built enough to make 
sure the inmates incarcerated were 
properly cared for. 

So we see this time and time again, 
and here we walk in and say, " OK, here 
is a bunch of poor people. You take 
care of them. Do the best you can at 
the best price you can." What an out
rage. 

Mr. CONRAD. Will the Senator yield 
for a final question? 

Mr. LAUTENBERG. Sure. 
Mr. CONRAD. Is the Senator aware 

that under the proposal in the under
lying legislation, we could have a pri
vate company decide the custody of a 
child? That this is so far-reaching 
without any limits we could be in a Cir
cumstance in which a private concern 
has the authority to determine the cus
tody of a child? How does that strike 
the Senator from New Jersey? 

Mr. LA UTENBERG. I will tell the 
Senator how it strikes me. I say thank 
God that the Senator from North Da
kota has brought this to the attention 
of the Senate and to the public. 

My friend has done a real service in 
doing this. The notion that an indi
vidual working for a private living, 
perhaps their salary dependent upon 
their ability to curtail services, is 
hardly the way you want to treat a 
sick patient in the hospital. That is 
hardly the way you want to treat a 
family problem. That is hardly the way 
you want to protect a mother who has 
been battered. That is hardly the way 
we want to do things in a society with 
the conscience this country has. 

I am delighted, again, that the Sen
ator introduced it. I am concerned that 
privatization like this is not going to 
do the job. Before we go ahead with ap
proval of a waiver, we ought to at least 
hold a hearing and review the details. 
Mr. President, Congress has established 
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these safety net programs for people in 
our society who are truly in need, im
poverished. They are designed to ease 
suffering, to provide nutritional assist
ance to help children, help struggling 
people get into the work force to get 
themselves off welfare, to do whatever 
they can to sustain themselves. These 
programs can literally mean the dif
ference between homelessness and 
independence, and we ought not to rush 
to hand them over to a private interest 
at this time, perhaps never, but we 
sure ought not to do it in the hasty 
manner that this is being undertaken. 
We can always revisit this issue, Mr. 
President, without constraints of a rec
onciliation bill. 

I fully support the action being pro
posed by the Senator from North Da
kota and commend him for it , I must 
tell you. 

Mr. CONRAD. I thank the Senator 
from New Jersey. If I could just take a 
moment to further point out-I want 
to rivet this point-there have been no 
hearings, not a hearing in the Finance 
Committee, not a hearing in the Agri
culture Committee. Members have not 
been granted the opportunity to ques
tion witnesses, experts, company, or 
advocates on the merits of privatizing 
eligibility determinations, protections 
against cost overruns or protections 
for recipients. 

I really believe this is a totally un
precedented proposal that is buried in 
this very large document that sets a 
precedent that I believe is truly alarm
ing. I hope my colleagues will support 
the point of order when we vote on it 
tomorrow. This is, I think, a cir
cumstance in which a very broad pro
posal is being attempted, being made 
to ram it through Congress as part of 
privileged legislation. That is wrong. 
That is simply wrong. The issue de
serves public hearings and full debate. 

I thank the Chair, yield the floor, 
and I thank very much the Senator 
from New Jersey. 

AMENDMENT NO. 503 

(Purpose: To extend premium protection for 
low-income medicare beneficiaries under 
the medicaid program) 
The PRESIDING OFFICER. The Sen

ator from New Jersey. 
Mr. LAUTENBERG. Mr. President, I 

send an amendment to the desk for 
Senator ROCKEFELLER and ask for its 
consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Jersey [Mr. LAU

TENBERG], for Mr. ROCKEFELLER, proposes an 
amendment numbered 503. 

Mr. LAUTENBERG. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place in division 2 of 

title V, insert the following: 

SEC. . EXTENSION OF SLMB PROTECTION. 
(a) IN GENERAL.- Section 1902(a)(10)(E)(iii) 

(42 U.S.C. 1396a(a)(10)(E)(iii)) is amended by 
striking· " and 120 percent in 1995 and years 
thereafter" and inserting ", 120 percent in 
1995 through 1997, 125 percent in 1998, 130 per
cent in 1999, 135 percent in 2000, 140 percent 
in 2001, 145 percent in 2002, and 150 percent in 
2003 and years thereafter" . 

(b) 100 PERCENT FMAP.-Section 1905(b) (42 
U.S.C. 1396d(b)) is amended by adding at the 
end the following: " Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 
medical assistance for medical assistance de
scribed in section 1902(a)(10)(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section. " . 

(C) EFFECTIVE DATE.- The amendments 
made by this section apply on and after Oc
tober 1, 1997. 

Mr. LAUTENBERG. Mr. President, I 
assume that the amendment goes into 
the line of amendments as turned in 
and will be considered at that point in 
the order. 

The PRESIDING OFFICER. It goes in 
in the stacked order, yes. 

Mr. LAUTENBERG. Mr. President, I 
note the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. LAUTENBERG. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMENT NO. 504 

(Purpose: To immediately transfer to part B 
certain home health benefits) 

Mr. LAUTENBERG. Mr. President, 
there is an amendment here from Sen
ator KENNEDY that failed to get in
cluded in the list. I send it to the desk. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Jersey [Mr. LAu

TENBERG] for Mr. KENNEDY, proposes an 
amendment numbered 504. 

Mr. LAUTENBERG. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
Strike section 5361 and insert the fol

lowing: 
SEC. 5361. ESTABLISHMENT OF POST-HOSPITAL 

HOME HEALTH BENEFIT UNDER 
PART A AND TRANSFER OF OTHER 
HOME HEALTH SERVICES TO PART 
B. 

(a) IN GENERAL.- Section 1812(a)(3) (42 
U.S.C. 1395d(a)(3)) is amended-

(1) by inserting " post-hospital" before 
" home health services", and 

(2) by inserting " for up to 100 visits" before 
the semicolon. 

(b) P OST-HOSPITAL HOME HEALTH SERV
ICES.-Section 1861 (42 U.S.C. 1395x), as 
amended by sections 5102(a) and 5103(a), is 
amended by adding at the end the following: 

(qq) POS'l'-HOSPITAL HOME HEALTH SERV
ICES.-The term 'post-hospital home health 

services' means home health services fur
nished to an individual under a plan of treat
ment established when the individual was an 
inpatient of a hospital or rural primary care 
hospital for not less than 3 consecutive days 
before discharge, or during a covered post
hospi tal extended care say, if home heal th 
services are initiated for the individual with
in 30 days after. discharge from the hospital, 
rural primary care hospital or extended care 
facility.". 

(C) CONFORMING AMENDMENTS.-Section 
1812(b) (42 U.S.C. 1395d(b)) is amended-

(1) by striking " or" at the end of paragraph 
(2); 

(2) by striking the period at the end of 
paragraph (3) and inserting "; or" , and 

(3) by adding after paragraph (3) the fol
lowing: 

"(4) post-hospital home health services fur
nished to the individual beginning after such 
services have been furnished to the indi
vidual for a total of 100 visits. " . 

(d) PHASE-IN OF ADDITIONAL PART B COSTS 
IN DETERMINA'rION OF PART B MONTHLY PRE
MIUM.-Section 1839(a) (42 U.S.C. 1395r(a)) is 
amended-

(1) in paragraph (3) in the sentence inserted 
by section 5541 of this title, by inserting 
"(except as provided in paragraph (5)(B))" 
before the period, and 

(2) by adding after paragraph (4) the fol
lowing: 

"(5)(A) The Secretary shall, at the time of 
determining the monthly actuarial rate 
under paragraph (1) for 1998 through 2003, 
shall determine a transitional monthly actu
arial rate for enrollees age 65 and over in the 
same manner as such rate is determined 
under paragraph (1), except that there shall 
be excluded from such determination an esti
mate of any benefits and administrative 
costs attributable to home health services 
for which payment would have been made 
under part A during the year but for para
graph (4) of section 1812(b). 

"(B) The monthly premium for each indi
vidual enrolled under this part for each 
month for a year (beginning with 1998 and 
ending with 2003) shall be equal to 50 percent 
of the monthly actuarial rate determined 
under subparagraph (A) increased by the fol
lowing proportion of the difference between 
such premium and the monthly premium 
otherwise determined under paragraph (3) 
(without regard to this paragraph): 

"(i) For a month in 1998, 1h . 
"(ii) For a month in 1999, 2h . 
"(iii) For a month in 2000, sh. 
"(iv) For a month in 2001, 4h. 
"(v) For a month in 2000, 0h. 
"(vi) For a month in 2003, 6h. 
(e) EFFECTIVE DA'rE.-
(1) IN GENERAL.-The amendments made by 

this section apply to services furnished on or 
after October 1, 1997. 

(2) SPECIAL RULE.-If an individual is enti
tled to benefits under part A of title XVIII of 
the Social Security Act (42 U.S.C. 1395 et 
seq.), but is not enrolled in the insurance 
program established by part B of that title, 
the individual also shall be entitled under 
part A of that title to home health services 
that are not post-hospital home health serv
ices (as those terms are defined under that 
title) furnished before the 19th month that 
begins after the date of enactment of this 
Act. 

The PRESIDING OFFICER. The Sen
ator from Delaware. 

AMENDMENT NO. 505 TO AMENDMENT NO. 448 

(Purpose: To improve the children's health 
initiative) 

Mr. ROTH. Mr. President, on behalf 
of Mr. LOTT I send an amendment to 
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the desk in the second degree to 
amendment No. 448, proposed by Mr. 

1 
CHAFEE. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH], for 

Mr. LOTT, proposes an amendment numbered 
505 to amendment No. 448. 

Mr. ROTH. Mr. President, I ask unan
imous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print
ed in today's RECORD under "Amend
ments Submitted.") 

Mr. ROTH. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. LAUTENBERG. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMENT NO. 503, AS MODIFIED 
Mr. LAUTENBERG. Mr. President, I 

ask unanimous consent that I be per
mitted to send to the desk a modifica
tion to an amendment I earlier sent to 
the desk on behalf of Senator ROCKE
FELLER. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. LAUTENBERG. I send the 
amendment to the desk. 

The PRESIDING OFFICER. The 
amendment is so modified. 

The amendment, as modified, is as 
follows: 

At the appropriate place add the following: 
Notwithstanding any other provisions of 

this Act, section 5544 low-income Medicare 
Beneficiary Block Grant Program shall read 
as follows: 

(a) IN GENERAL.- Section 1902(a)(lO)(E)(iii) 
( 42 U. S.C. 1396a(a)(lO)(E)(iii) is amended by 
striking "and 120 percent in 1995 and years 
thereafter" and inserting ", 120 percent in 
1995 through 1997, 125 percent in 1998, 130 per
cent in 1999, 135 percent in 2000, 140 percent 
in 2001, 145 percent in 2002, and 150 percent in 
2003 and years thereafter". 

(b) 100 PERCENT FMAP.-Section 1905(b) (42 
U.S.C. 1396d(b)) is amended by adding at the 
end the following: "Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 
medical assistance for medical assistance de
scribed in section 1902(a)(10)(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section.". 

(c) EFFECTIVE DATE.- The amendments 
made by this section apply on and after Oc
tober 1, 1997. 

Mr. LAUTENBERG. I thank the 
Chair, yield the floor and suggest the 
absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The bill clerk proceeded to call the 
roll. 

Mr. ROTH. Mr. President, I ask unan
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

UNANIMOUS-CONSENT AGREEMENT 
Mr. ROTH. Mr. President, I ask unan

imous consent that it now be in order 
for me to offer a managers' amendment 
this evening, and further , prior to final 
passage of the bill on Wednesday, it be 
in order for me, Senator ROTH, to mod
ify my amendment after the concur
rence of the chairman and ranking 
member of the Budget Committee. 

The PRESIDING OFFICER. Is there 
objection? 

Mr. CHAFEE. Mr. President, I didn' t 
quite understand what the request 
was-that Senator LOTT be permitted 
to what? 

Mr. ROTH. It has nothing to do with 
Senator LOTT. What it provides is that 
I may offer a managers' amendment 
this evening, and that tomorrow I may 
amend it, with the concurrence of the 
chairman and ranking member of the 
Budget Committee. 

The PRESIDING OFFICER. Is there 
objection? 

Without objection, it is so ordered. 
AMENDMENT NO. 506 

(Purpose: To provide for managers' 
amendments) 

Mr. ROTH. Mr. President, I send a 
managers' amendment to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH] 

proposes an amendment numbered 506. 

Mr. ROTH. Mr. President, I ask unan
imous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print
ed in today's RECORD under "Amend
ments Submitted.") 

AMENDMENT NOS. 507, 508 AND 509 

Mr. ROTH. Mr. President, I send 
three second-degree amendments to 
the desk on behalf of Senator LOTT, 
and I ask unanimous consent that they 
be considered as read and be numbered 
accordingly. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendments are as follows: 
AMENDMENT NO. 507 TO AMENDMENT NO. 501 

(Purpose: To provide a substitute for the 
children's health insurance initiative 
under subtitle J of title V) 

(The text of the amendment is print
ed in today's RECORD under " Amend
ments Submitted.") 

AMENDMENT NO. 508 TO AMENDMENT NO . soi 
(Purpose: To provide a substitute for the 

children's health insurance initiative 
under subtitle J of title V) 

(The text of the amendment is print
ed in today's RECORD under "Amend
ments Submitted.") 

AMENDMENT NO. 509 TO AMENDMENT NO. 501 

(Purpose: To provide a substitute for the 
children's health insurance initiative 
under subtitle J of title V) 

(The text of the amendment is print
ed in today's RECORD under ''Amend
ments Submitted.") 

AMENDMENT NO. 510 

(Purpose: To require that any benefits pack
age offered under the block grant option 
for the children's health initiative includes 
hearing and vision services) 
Mr. LAUTENBERG. Mr. President, I 

send an amendment to the desk on be
half of Mr. ROCKEFELLER and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from New Jersey [Mr. LAU

TENBERG], for Mr. ROCKEFELLER, proposes an 
amendment numbered 510. 

Mr. LAUTENBERG. Mr. President, I 
ask unanimous consent that reading of 
the amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
At the appropriate place add the following: 
Notwithstanding any other provision of 

this Act the following shall be the hearing 
and vision services provided under the chil
dren's health insurance section: 

"(4) HEARING AND VISION SERVICES.-Not
withstanding the definition of FEHBP-equiv
alent children's health insurance coverage in 
section 2102(5), any package of health insur
ance benefits offered by a State that opts to 
use funds provided under this title under this 
section shall include hearing and vision serv
ices for children." . 

Mr. LAUTENBERG. Mr. President, I 
ask that amendment No. 510 be in order 
for its appearance tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMEN'l' NO. 511 

(Purpose: To provide a substitute for the 
children's health insurance initiative 
under subtitle J of title V) 

Mr. ROTH. Mr. President, I send an 
amendment to the desk and ask for its 
immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH] 

proposes an amendment numbered 511. 
Mr. ROTH. Mr. President, I ask unan

imous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print
ed in today's RECORD under "Amend
ments Submitted.") 

AMENDMENT NO. 512 TO AMENDMENT NO. 511 

(PURPOSE: '1'0 CLARIFY THE STANDARD BENEFITS 
PACKAGE AND THE COST-SHARING REQUIRE
MENTS FOR THE CHILDREN'S HEALTH INITIA
TIVES) 
Mr. CHAFEE. Mr. President, I send a 

second-degree amendment to the desk 
and ask for its immediate consider
ation. 

The PRESIDING OFFICER. The 
clerk will report. 
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The legislative clerk read as follows: 
The Senator from Rhode Island [Mr. 

CHAFEE] for himself and Mr. ROCKEFELLER, 
proposes an amendment numbered 512 to 
Amendment No. 511. 

Mr. CHAFEE. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The amendment is as follows: 
·On page 4 strike line 17 through line 3 on 

page 5 and insert the following: 
' (5) FEHBP-EQUIVALENT CHILDREN'S HEALTH 

INSURANCE COVERAGE.- The term 'FEHBP
equivalent children's health insurance cov
erage ' means, with respect to a State, any 
plan or arrangement that provides , or pays 
the cost of, health benefits that the Sec
retary has certified are equivalent to or bet~ 
ter than the services covered for a child, in
cluding hearing and vision services, under 
the standard Blue Cross/Blue Shield pre
ferred provider option service benefit plan 
offered under chapter 89 of title 5, United 
States Code. 

Mr. ROTH. Mr. President, I suggest 
the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. ROTH. Mr. President, I ask unan
imous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

AMENDMENT NO. 513 TO AMENDMENT NO. 510 

(Purpose: To provide a substitute for the 
children 's health insurance initiative 
under subtitle J of title V) 
Mr. ROTH. Mr. President, I send a 

second-degree amendment to the desk 
on behalf of Senator LOTT and I ask 
that it be considered. 

The PRESIDING OFFICER. The 
clerk will report. 

The legislative clerk read as follows: 
The Senator from Delaware [Mr. ROTH], for 

Mr. LOTT, proposes an amendment numbered 
513 to amendment No. 510. 

(The text of the amendment is printed in 
today's RECORD under " Amendments Sub
mitted." ) 

AMENDMENT NO. 427 

(Purpose: To amend title XVIII of the Social 
Security Act to continue full-time-equiva
lent resident reimbursement for an addi
tional one year under medicare for direct 
graduate medical education for residents 
enrolled in combined approved primary 
care medical residency training programs) 

Mr. ROTH. Mr. President, I ask unan-
imous consent that it be in order to 
send an amendment to the desk by 
Senator DEWINE of Ohio. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The clerk will report. 
The assistant legislative clerk read 

as follows. 
The Senator from Delaware, [Mr. ROTH] , 

for Mr. DEWINE, proposes an amendment 
numbered 427. 

Mr. ROTH. Mr. President, I ask unan
imous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The a mendment is as follows: 
At the appropriate place in chapter 3 of 

subtitle F of division 1 of title V, insert the 
following: 
SEC. . MEDICARE SPECIAL REIMBURSEMENT 

RULE FOR PRIMARY CARE COM
BINED RESIDENCY PROGRAMS. 

(a) IN GENERAL.- Section 1886(h )(5)(G) of 
the Social Security Act (42 U.S.C. 
1395ww(h )(5)(G)) is amended-

(!) in clause (i) , by striking " and (iii)" and 
inserting " , (iii), and (iv)"; and 

(2) by a dding at the end the following: 
"(iv) SPECIAL RULE FOR PRIMARY CARE COM

BINED RESIDENCY PROGRAMS'.-(! ) In the case 
of a resident enrolled in a combined medical 
residency training program in which all of 
the individual programs (that are combined) 
are for training a primary care resident (as 
defined in subparagraph (H)), the period of 
board eligibility shall be the minimum num
ber of years of formal training required to 
satisfy the requirements for initial board eli
gibility in the longest of the individual pro
grams plus one additional year. 

" (II) A resident enrolled in a combined 
medical residency training program that in
cludes an obstetrics and gynecology program 
qualifies for the period of broad eligibility 
under subclause (I) if the other programs 
such resident combines with such obstetrics 
and gynecology program are for training a 
primary care resident. " . 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) apply to combined 
medical residency training programs in ef
fect on or after July 1, 1996. 

MORNING BUSINESS 
Mr. ROTH. Mr. President, I ask unan

imous consent there now be a period 
for the transaction of morning business 
with Senators permitted to speak for 
up to 5 minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

RECOGNIZING THE NATIONAL 
GROCERS ASSOCIATION 

Mr. NICKLES. Mr. President, I wish 
to bring to the attention of the Senate 
the community contribution of the 
American independent retail grocers 
and their wholesalers. In past years, 
through the celebration of National 
Grocers Week, the House and Senate 
have r ecognized the important role 
these businesses play in our economy. 
The week of June 22-28, 1997, com
memorates the eleventh year that Na
tional Grocers Week has been observed 
by the industry to encourage and rec
ognize grocers' leadership in private 
sector initiatives. Across the nation, 
community grocers, through environ
mental initiatives, political involve
ment, and charitable support, dem
onstrat e and build on the cornerstone 
of this great country- the entrepre
neurial spirit. 

In this annual celebration, National 
Grocers Association (N .G.A) and the 
nation honor outstanding independent 
retail and wholesale grocers, state as-

sociations and food industry manufac
turers for their community leadership 
with N.G.A. 's "Grocers Care" initia
tives. 

" GROCERS CARE" AWARD HONOREES 
Representatives from companies, or

ganizations and associations around 
the United States will be honored. The 
honorees include: 

Alabama: Peter V. Gregerson, 
Gregerson's Foods , Inc., Gadsden; John 
M. Wilson, Super Foods Supermarkets, 
Luverne; Dennis T. Stewart, Piggly 
Wiggly Alabama, Bessemer; 

California: Judy Lynn, Tawa Super
markets, Buena Park Colorado: Harold 
J. Kelloff, Kelloff's Food Market, 
Alamosa; 

Florida: Leland F. Williams, Felton's 
Meat & Produce, Plant City; Roy 
Deffler, Associated Grocers of Florida, 
Miami; 

Iowa: George Tracy, Sales Force of 
Des Moines, Des Moines; Kenneth C. 
Stroud, Food's, Inc., Des Moines; Scott 
Havens, Plaza Holiday Foods, Norwalk; 
William D. Long, Waremart, Inc., 
Boise; Virgil Wahlman, Buy Right 
Food Center, Inc., Milford; 

Indiana: Larry D Contos, Pay Less 
Super Markets, Inc., Anderson; 

Kansas: Doug Highland, Sixth Street 
Foods, Hays; Bill Lancaster and Doug
las Carolan Associated Wholesale Gro
cers, Kansas City; 

Kentucky: James Hughes, Techau's, 
Inc., Cynthiana; Frank Hinton , D & T 
Foods, Murray; William R. Gore , G & J 
Market, Inc., Paducah; Peg·gy Lawson, 
Laurel Grocery Company, Inc., London; 

Louisiana: Vincent A. Cannata, 
Cannata's Super Market, Inc., Morgan 
City; Joseph H. Campbell, Associated 
Grocers, Inc. Baton Rouge; 

Michigan: Kimberly Brubaker and 
Mark S. Feldpausch, Felpausch Food 
Centers, Hastings; Ruthann Shull, J & 
C Family Foods, Carleton; Robert D. 
DeYoung, Fulton Heights Foods, Grand 
Rapids; Richard Glidden, Harding's 
Market, Kalamazoo; Mary Dechow and 
James B. Meyer, Spartan Stores, Inc. , 
Grand Rapids; 

Minnesota: Christopher Caborn and 
Daniel G. Caborn, Coborn's, Inc., St. 
Cloud; Gordon B. Anderson, Gordy's, 
Inc., Worthington; Tim Mattheison, 
Do-Mats Foods, Benson; William E. 
Farmer, Fairway Foods, Inc.; Alfred N. 
Flaten, Nash Finch Company, Min
neapolis; Jeffrey Noddle, SUPERVALU 
INC., Minneapolis; 

Missouri: Douglas Gerard, Country 
Mart, Inc., Branson; 

Nebraska: Patrick Raybould, B & R 
Stores, Inc., Lincoln; Fran Juro, No 
Frills Supermarkets, Omaha; John F. 
Hanson, Sixth Street Food Stores, 
North Platte; Douglas D. Cunningham, 
John Cunningham, D & D Foodliner, 
Inc. #9, Wausa; James R. Clarke, Jim's 
Foodmart, Aurora; 

New Hampshire: Richard Delay, 
Delay's, Inc., Greenfield; 

New Jersey: Mike Reilly, ShopRite of 
Hunterton County, Flemington; David 
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Zallie, Zallie Enterprises, Clementon; 
Mark K. Laurenti, Shop Rite of 
Bensalem, Inc., Bensalem; Paul R. 
Buckley, Jr., Murphy's Market, Inc., 
Medford; Dean Janeway, Catherine 
Frank-White, and Jean Pillet, 
Wakefern; 

New Mexico: Martin G. Romine , Cali
fornia Superama, Gallup; 

North Dakota: Wallace Joersz, J.K. 
Foods, Inc., Mandan; Stephen B. Bar
low, Miracle Mart, Inc., Mandan; Kay 
Zander-Woock and Terrance Rockstad, 
Dan's Super Market, Inc., Bismarck; 

Ohio: Reuben Shaffer, Kroger Com
pany, Cincinnati; Ronald C. Graff, 
Columbiana Foods, Inc., Boardman; 
Walter A. Churchill, Churchill's Super 
Markets, Inc, Sylvania; David G. 
Litteral, Festival Foods, New Boston; 
Earl Hughes, Fresh Encounters, Inc., 
Findlay; 

Oklahoma: Gary Nichols and Holly 
Nichols, Nichols SuperThrift, 
Checotah; George Waken and William 
Waken, The Boys Market, Enid; James 
R. Brown, Doc's Food Stores, Inc., 
Bixby; Thomas D. Goodner, Goodner's 
Supermarket, Duncan; Larry Ander
son, Larry's Foods, Inc., Mustang; R. 
Scott Petty, Petty's Fine Foods, Tulsa; 

Oregon: Craig T. Danielson, Daniel
son Food Stores, Oregon City; Ross 
Dwinell, United Grocers, Inc., 
Milwaukie; 

Pennsylvania: Dale Giovengo, Giant 
Eagle, Pittsburgh; Robert McDonough, 
Redner's Markets, Inc., Reading; An
gelo Spagnolo, Tri County Giant Eagle, 
Belle Vernon; Christy Spoa, Save-A
Lot, Ellwood City; Dr. Arlene Klein 
Wier, Vience Spring Valley, Inc., Phila
delphia, PA; 

South Dakota: Ken Fiedler, Ken's Su
permarkets, Inc., Aberdeen; Tennessee: 
Tommy Litton, Big John's Household 
Foods, Oneida; H. Dean Dickey, Pie 
Pac Foods, Columbia; 

Texas: Jose Fermin Rodriguez, Thrift 
T-Mart, San Antonio; R.A. Brookshire, 
Brookshire Brothers, Inc., Lufkin; 
Stanton L. Irvin, Tri- State Associa
tion Grocers, Inc., El Paso; 

Utah: Kenneth W. Macey, Macey's, 
Inc. Sandy; Richard A. Parkinson, As
sociated Food Stores, Salt Lake City,; 

Virginia: Steve Rosa, Camellia Food 
Stores, Inc., Norfolk; Steven C. Smith, 
K-VA-T Food Stores, Inc., Abingdon; 
Douglas A. Tschorn; Jessee Lewis, Mid
Mountain Foods, Abington; 

Vermont: The Wayside Country 
Store, Arlington; 

Wisconsin: Thomas Metcalfe, 
Metcalfe, Inc., Manona; Steve 
Erickson, Erickson's Diversified Corp. 
Hudson; James F. Cwiklo, Quality 
Foods IGA, Wisconsin Rapids; Tom 
Turicik, Sentry Foods, Inc., Plymouth; 
James Heden, More 4 Superstore, River 
Falls; George Miller, North Country 
IGA, Ashland; Chuck Potter, Potter 's 
Pig·g·ly Wiggly, St. Francis; Ronald 
Lusic, Fleming Companies, Inc., 
Waukesha; Robert D. Ranus, Roundy's, 

Inc. Milwaukee; Gail Omernick, The 
Copps Corporation, Stevens Point; 

Washington: H.L. " Buzz" Ravens
craft, Associated Grocers, Inc.; Wash
ington, DC: Eric Weis, Giant Food Inc.; 

West Virginia: David G. Milne, Mor-
gan's Foodland, Kingwood. 

The following state associations are 
instrumental in coordinating informa
tion relative to the community service 
activities of their members: Arizona 
Food Marketing Alliance, Rocky 
Mountain Food Dealers, Iowa Grocery 
Industry Association, Illinois Food Re
tailers, Kentucky Grocers Association, 
Mid-Atlantic Food Dealers, Minnesota 
Grocers Association, Nebraska Retail 
Grocers Association, New Hampshire 
Grocers Association, North Carolina 
Food Dealers, North Dakota Grocers 
Association, Ohio Grocers Association, 
Oklahoma Grocers Association, Penn
sylvania Food Merchants, Tennessee 
Grocers Association, Vermont Grocers 
Association, Wisconsin Grocers Asso
ciation. Manufacturers: Borden Foods 
Corporation; Brown & Williamson To
bacco Company; Electronic Warranty 
Group, Inc.; General Mills, Inc.; Kel
logg USA Inc.; NOVUS Services; Proc
ter & Gamble Company; Ralston Pu
rina Company; RJ Reynolds Tobacco 
Company. 

CAMPAIGN FINANCE REFORM 
PROJECT 

Mr. FORD. Mr. President, today, I 
want to bring to the attention of my 
colleagues and other interested per
sons, a letter from the. campaign fi
nance project. As my colleagues are 
aware, this project is being led by two 
of our former colleagues, Nancy Kasse
baum Baker and former Vice President 
Walter Mondale. They were asked by 
President Clinton earlier this year to 
lead a bipartisan effort to develop a so-
1 ution for reforming our campaign fi
nance laws. 

Last week, they issued an open letter 
to the President and to the Congress 
about their observations and what they 
believe should constitute real and 
meaning·ful reform. They have identi
fied several key areas that they believe 
are essential to these reform efforts: a 
complete ban on " soft money;" refine 
and sharpen the definitions of " issue 
advocacy" and " independent expendi
tures; " improve disclosure of campaign 
finances; and strengthen enforcement 
and leadership at the Federal Election 
Commission. 

I have the privilege to meet with 
both Vice President Mondale and Sen
ator Kassebaum Baker. They are sin
cere in their efforts to reform our cam
paign finance system. They believe, as 
I do, that our failure to act in this 
issue will only fuel the public 's cyni
cism about the institutions of the Con
gress, the Presidency, and the electoral 
process as a whole. I commend this let
ter to my colleagues attention and ask 

unanimous consent that the text of the 
letter be printed in the RECORD. 

There being no objection, the text of 
the letter was ordered to be printed in 
the RECORD, as follows: 
AN OPEN LETTER TO THE PRESIDENT AND THE 

CONGRESS OF THE UNITED STATES FROM 
NANCY KASSEBAUM BAKER AND WALTER F. 
MONDALE-JUNE 18, 1997 
DEAR MR. PRESIDENT AND MEMBERS OF CON

GRESS: In March, the President asked that 
we help in the cause of campaign finance re
form. Since then we have observed closely 
the national discussion of this issue, which 
we believe is central to the well-being of 
American democracy. We would now like to 
report about our initial recommendations, 
with a plea, in the best interests of our polit
ical process, that the Executive and Legisla
tive Branches commit themselves to a course 
of urgent debate leading to early and mean
ingful action. 

One of us is a Republican. The other is a 
Democrat. We are inspired by the bipartisan 
efforts of Senators John McCain and Russell 
Feingold, and Representatives Christopher 
Shays and Martin Meehan, to achieve cam
paign finance reform. The bipartisan effort 
of new members of the House, led by Rep
resentatives Asa Hutchinson and Thomas 
Allen, is also a foundation for hope. We are 
mindful that no change will occur unless 
there is a consensus in both parties that re
form is fair to each. We also believe the im
perative task of renewing our democracy re
quires that we all look beyond party. Guided 
by basic lessons from our Constitution and 
national experience, we must identify spe
cific measures and commit ourselves to ac
tion where agreement is within our grasp, 
even as we identify other questions for fur
ther consideration. 

The Constitution, in this as in all public 
affairs, is our first teacher. It directs that 
the Congress shall make no law abridging 
the freedom of speech. The Supreme Court 
has provided subst;antial guidance how that 
command applies to campaign finance laws. 
Whether any of us might wish that the Court 
had decided particulars of prior cases dif
ferently, our national legislative task is to 
give full honor to its free speech decisions. 

Tbe Constitution also enshrines political 
democracy. One of its central purposes is to 
ensure that every individual has the right to 
participate fully in the electoral process. As 
Madison said of the Congress in The Fed
eralist Papers (No. 52), " the door of this part 
of the federal government is open to merit of 
every description, . . . without regard to 
poverty or wealth. " Our campaign finance 
system must respect, and do everything it 
can to bolster, the constitutionally rooted 
primacy of individual citizens in our polit
ical democracy. 

In applying constitutional values to cam
paign finance, we do not have to start from 
scratch. We have had a century of debate and 
legislation about several essential matters, 
including what we now describe as "soft 
money." From early in the twentieth cen
tury, federal law has prohibited contribu
tions from corporate treasuries to federal 
election campaigns. Starting in the 1940s, 
this bar has been applied equally to con
tributions to federal election campaigns 
from union treasuries. The basic principle of 
these constraints, upheld by the Supreme 
Court, is that organizations which are grant
ed special privileges and protections, pro
vided by federal or state law for economic 
advantage, should not be permitted to lever
age that advantage to cast doubt on the in
tegrity of our national government. 
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In the 1970s, in response to the constitu

tional crisis that . began twenty-five years 
ago this week, the Congress established lim
its on individual contributions to candidates 
and political parties, and barred large indi
vidual contributions to them that threat
ened to undermine governmental integrity in 
reality or appearance. Though it subse
quently invalidated several other reform 
provisions of that time, the Supreme Court 
sustained this central element of our cam
paign finance law. 

At the end of the 1970s, the Federal Elec
tion Commission began to erode these impor
tant protections. The Commission author
ized national party committees to spend the 
proceeds of a new category of contributions 
which we now know as "soft money." This 
allowed previously prohibited corporate and 
union treasury contributions, and also un
limited contributions from individuals, to 
the national political parties. The theory has 
been that if contributions are not used di
rectly in a federal election, federal campaign 
finance laws do not limit them. At first, the 
amounts of soft money involved were rel
atively small. But as happens with cracks in 
dikes, the power behind the breach has over
whelmed all defenses. The resulting flood of 
money to the national parties and their cam
paign organizations now threatens the credi
bility of our entire electoral process. 

We believe that Congress, as a matter of 
high priority must stop, unambiguously, all 
"soft money" contributions to the national 
parties and their campaign organizations. 
The Congress should also prohibit the solici
tation of soft money by those parties and or
ganizations, any federal office holder, or any 
candidate for federal office for the seeming 
benefit of others, but in truth to circumvent 
the prohibition of soft money to the national 
parties. These interrelated acts would do 
much to reinvigorate the basic concept of 
the Federal Election Campaign Act: that, 
while we must remain mindful of the polit
ical parties' needs for resources to perform 
their vital role in the political process, it is 

· individuals, subject to contribution limits 
established by Congress, who are the heart of 
the system of private contributions for fed
eral elections. The prompt end to soft money 
solicitations by presidential candidates, 
among others, would also assure that the 
public gets full value for its investment in 
publicly financed presidential elections. 

A recurring observation about the 1996 and 
other recent federal elections is that can
didates have lost control of the conduct of 
their campaigns. Indeed, many candidates 
are at risk of becoming bystanders to cam
paigns waged by others in the name of " issue 
advocacy." As a result, the accountability of 
the candidates for the conduct of campaigns 
is seriously compromised. Part of the prob
lem is the need to sharpen definitions, that 
may have worked twenty years ago, to dis
tinguish campaigning for candidates from a 
more general public debate of issues. An
other part is the need to update the disclo
sure requirements of the Federal Election 
Campaign Act. Progress on both counts is 
necessary to assure that our political process 
achieves the substantial benefits that should 
result from an end to the "soft money" sys
tem. 

First, it is essential that Congress estab
lish, on the basis of the experience of recent 
elections, an appropriate test consistent 
with the First Amendment for distinguishing 
advocacy about candidates from the general 
advocacy of issues. The purpose of this test 
should be to identify for consistent treat
ment under the Federal Election Campaign 

Act significant expenditures for general 
communications to the public, at times close 
to elections, that are designed to achieve 
specific electoral results. The Supreme Court 
has said that Congress may regulate federal 
campaign activity to avoid corrupting influ
ences or appearances. In doing so, the Con
gress should look at reality, not the self-ap
plied labels of partisans. Our objective 
should be to assure that comparable expendi
tures are treated comparably. 

The gains from ending "soft money" will 
be incomplete if money currently spent by 
parties is only redirected into so-called issue 
advertisements, including those by surrogate 
organizations established to circumvent 
campaign finance laws. A tightened, realistic 
definition of statutory terms will not fore
close communications to the public on be
half of the interests of business enterprises 
and unions even up to Election Day, under 
regulations evenly applied to their political 
action committees. It will mean that com
munications to the general public in periods 
close to elections that are designed to 
achieve electoral wins or losses are financed 
through the voluntary contributions of indi
viduals, such as to their parties, political ac
tion committees. or candidates. 

Second, disclosure is an essential tool be
cause it allows citizens to hold candidates 
accountable for the means by which cam
paigns are financed. On election day voters 
can only express themselves about can
didates on the ballot. Even candidates, how
ever, may not know the true identity of enti
ties that dominate the airwaves during the 
closing weeks of a campaign with electoral 
messages patently targeted to favor or dis
favor them or their opponents. Broader dis
closure of the sources of financing of cam
paign advertisements would contribute to 
the robustness of political debate. It would 
ensure that candidates know to whom they 
might respond, and that the electorate 
knows who can be held accountable for the 
accuracy or demeanor of advertisements. 

Additionally. we should take advantage of 
an electronic age in which information can 
be transmitted rapidly from, and updated 
frequently by, party and campaign officials, 
and made readily available to the public 
with equal rapidity. 

No limitations and no disclosure require
ments are worth much in the absence of 
timely and effective enforcement. Indeed, 
the absence of credible enforcement causes 
damage beyond the campaign finance laws 
by engendering real doubts about the appli
cation of the rule of law to powerful mem
bers of our society. The American public be
lieves resolutely that a fundamental premise 
of our constitutional democracy is that high 
elected officials, like ordinary citizens, are 
subject to the rule of law, and to the timely 
application of it. The Congress and the Presi
dent need to work together to assure the 
public that campaign finance laws are not 
pretenses. 

The President and the Senate should take 
immedia te action to assure that vacancies 
on the Federal Election Commission are 
filled by knowledgeable, independent-minded 
individuals who are not subject to the sug
gestion that they are appointed to represent 
political organizations. We say this because 
we need a clean break from the past, not to 
be critical of any former, present, or poten
tial member of the Commission. It is within 
the President's power to accomplish this new 
start for the Commission, beginning today. 
We urge the President, in consultation with 
the leadership of the Congress. to name an 
advisory panel of citizens whose task would 

be to recommend highly qualified candidates 
for the President's consideration for appoint
ment to the Commission, subject of course to 
the Senate's advice and consent. 

Congress can take further steps to protect 
the independence of the Commission. If com
missioners were limited to one term, they 
would have no occasion to measure the im
pact of their decisions on the possibility of 
reappointment. The independence of the 
Commission can also be furthered by placing 
its funding on a more secure, longer term 
basis. 

The potential for deadlock inheres in the 
requirement that the Commission have an 
even number of commissioners. Because the 
Congress also has made the Commission the 
official gatekeeper to the United States 
courts, judicial action to resolve complaints 
under the Federal Election Campaign Act is 
impeded unless permitted by a majority of 
commissioners. Thus, a deadlocked Commis
sion is an obstacle to the adjudication of 
meritorious claims. It is important to rely 
on the expertise of the Commission, but 
when the Commission is unable to resolve 
complaints, our respect for the rule of law 
requires that complainants have the right to 
a fresh start through a direct action in the 
United States courts against alleged viola
tors. The law should be amended to provide 
for this in the event that the Commission is 
unable to act because of deadlock or a lack 
of resources. 

We have not attempted to set out an ex
haustive list of reforms which may be attain
able and would make a significant contribu
tion. Other important proposals by members 
of Congress or students of campaign finance 
reform merit consideration, such as encour
aging small contributions through tax cred
its, or providing greater resources to can
didates through enhanced access to commu
nications media or through flexibility by the 
parties in supporting candidates with ex
penditure of hard money contributions. 
Rather, our purpose is to illustrate that it is 
possible to identify and act on particular, 
achievable improvements, which should not 
be postponed or neglected. We very much en
courage and support a larger debate about 
other changes at the federal and state levels 
in the manner in which political campaigns 
are financed. Additional changes will be es
sential to renewing American democracy. 
The enactment of immediate reforms may 
give us a measure of time to address other 
reforms, but should never become an excuse 
for avoiding them. 

We urge that the work of the Congress over 
the next few months be spurred by one over
riding thought: no one would create, or 
should feel comfortable in defending, the 
campaign finance system that now exists. 
Public cynicism about our great national po
litical institutions is the inevitable product 
of the gaps that exist between our principles 
and the law, and between the law and com
pliance with it. The trend lines, also, are all 
wrong. If we were unhappy about campaign 
financing in the election of 1996, as the pub
lic is and as members of both parties ought 
to be, then we should anticipate with great 
trepidation the election of 2000, absent 
prompt reforms. 

The challenge for this Congress ls to put in 
place changes for the presidential and con
gressional election cycle that wlll start the 
day after next year's elections, a little more 
than sixteen months from now, to enable an 
election in the year 2000 in which we will 
have pride and the public will have con
fidence. Your leadership in that endeavor 
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will serve the interests of American democ
racy, and command the enduring apprecia
tion of all of us who know how needed that 
leadership is. 

Sincerely, 
NANCY KASSEBAUM BAKER. 
WALTER F. MONDALE. 

THE VERY BAD DEBT BOXSCORE 
Mr. HELMS. Mr. President, at the 

close of business yesterday, Monday, 
June 23, 1997, the federal debt stood at 
$5,332, 782,057 ,516. 70. (Five trillion, three 
hundred thirty-two billion, seven hun
dred eighty-two million, fifty-seven 
thousand, five hundred sixteen dollars 
and seventy cents) 

Five years ago, June 23, 1992, the fed
eral debt stood at $3,937,817,000,000. 
(Three trillion, nine hundred thirty
seven billion, eight hundred seventeen 
million) 

Ten years ago, June 23, 1987, the fed
eral debt stood at $2,292,959,000,000. 
(Two trillion, two hundred ninety-two 
billion, nine hundred fifty-nine mil
lion) 

Fifteen years ago, June 23, 1982, the 
federal debt stood at $1,070,166,000,000. 
(One trillion, seventy billion, one hun
dred sixty-six million) 

Twenty-five years ago, June 23, 1972, 
the federal debt stood at $425,755,000,000 
(Four hundred twenty-five billion, 
seven hundred fifty-five million) which 
reflects a debt increase of nearly $5 
trillion- $4,907,027,057,516.70 (Four tril
lion, nine hundred seven billion, twen
ty-seven million, fifty-seven thousand, 
five hundred sixteen dollars and sev
enty cents) during the past 25 years. 

REACTION TO HOUSE MFN VOTE 
Mr. HELMS. Mr. President, today the 

House in effect approved President 
Clinton's renewal of most-favored-na
tion status for the People's Republic of 
China. The House failed to adopt a res
olution disapproving of Mr. Clinton's 
renewal of MFN for China. 

The House thus squandered its oppor
tunity to send a strong signal to the 
Clinton administration that its policy 
of engagement with China has not 
worked. 

The administration, and others sup
porting MFN, insisted that they were 
willing to pressure China on human 
rights, on trade, on proliferation, and 
on Hong Kong. They just didn't believe, 
they insisted repeatedly, that MFN is 
the way to do it. 

Fair enough, Mr. President. Taking 
supporters of MFN at their word, I 
hope Senators will make clear that if 
MFN isn't the proper tool to use in try
ing to influence China on such matters, 
what is the proper tool? By renewing 
MFN, President Clinton and supporters 
of MFN for China, have taken on a new 
burden-to show they are serious about 
finding a way to persuade China to stop 
abusing its citizens rights, stop unfair 

trade practices, stop sending weapons 
of mass destruction to rogue regimes, 
and live up to its commitments on 
Hong Kong. 

The debate over China policy is far 
from over. During the coming weeks 
and months, I will be considering new 
measures on China. 

For example, Mr. President, the Sen
ate Foreign Relations Committee will 
hold hearings on legislation to deal 
with serious problems in the United 
States-China relationship, and on the 
commercial activities of the People's 
Liberation Army in the United States. 

I do hope that Senators who have as
serted that there is a better way to in
fluence China than revoking MFN will 
work with the Foreign Relations Com
mittee in finding that better way. 

HONORING THE ZINZERS ON THEIR 
60TH WEDDING ANNIVERSARY 

Mr. ASHCROFT. Mr. President, fami
lies are the cornerstone of America. 
The data are undeniable: Individuals 
from strong families contribute to the 
society. In an era when nearly half of 
all couples married today will see their 
union dissolve into divorce, I believe it 
is both instructive and important to 
honor those who have taken the com
mitment of "till death us do part" seri
ously, demonstrating successfully the 
timeless principles of love , honor, and 
fidelity. These characteristics make 
our country strong. 

For these important reasons, I rise 
today to honor Dorothy and Roy Zinzer 
of Affton, Missouri, who on June 19, 
1997, celebrated their 60th wedding an
niversary. My wife, Janet, and I look 
forward to the day we can celebrate a 
similar milestone. The Zinzers' com
mitment to the principles and values of 
their marriage deserves to be saluted 
and recognized. 

MESSAGES FROM THE HOUSE 
At 11:58 a.m., a message from the 

House of Representatives, delivered by 
Ms. Goetz, one of its reading clerks, an
nounced that the House has passed the 
following bills, in which it requests the 
concurrence of the Senate: 

R.R. 1532. An act to amend title 18, United 
States Code, to create criminal penalties for 
theft and willful vandalism at national 
cemeteries. 

R.R. 1553. An act to amend the President 
John F. Kennedy Assassination Records Col
lection Act of 1992 to extend the au thoriza
tion of the Assassination Records Review 
Board until September 30, 1998. 

R.R. 1581. An act to reauthorize the pro
gram established under chapter 44 of title 28, 
United States Code, relating to arbitration. 

R.R. 1866. An act to continue favorable 
treatment for need-based educational aid 
under the antitrust laws. 

R.R. 1901. An act to clarify that the protec
tions of the Federal Tort Claims Act apply 
to the members and personnel of the Na
tional Gambling Impact Study Commission. 

ENROLLED BILL SIGNED 

The message also announced that the 
Speaker has signed the following en

. rolled bill: 
R.R. 363. An act to amend section 2118 of 

the Energy Policy Act of 1992 to extend the 
Electric and Magnetic Fields Research and 
Public Information Dissemination program. 

The enrolled bill was signed subse
quently by the President pro tempore 
[Mr. THURMOND]. 

MEASURES REFERRED 
The following bills were read the first 

and second times by unanimous con
sent and referred as indicated: 

R.R. 1532. An act to direct the United 
States Sentencing Commission to provide 
sentencing enhancement for offenses against 
property· at national cemeteries; to the Com
mittee on the Judiciary. 

R.R. 1581. An act to reauthorize the pro
gram established under chapter 44 of title 28, 
United States Code, relating to arbitration; 
to the Committee on the Judiciary. 

MEASURE PLACED ON THE 
CALENDAR 

The following measure was read the 
second time and placed on the cal
endar: 

S. 950. A bill to provide for equal protec
tion of the law and to prohibit discrimina
tion and preferential treatment on the basis 
of race , color, national origin, or sex in Fed
eral actions, and for other purposes. 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with 
accompanying papers, reports, and doc
uments, which were referred as indi
cated: 

EC- 2314. A communication from the Sec
retary of Housing and Urban Development, 
transmitting, a draft of proposed legislation 
entitled "Homelessness Assistance and Man
agement Reform Act of 1997"; to the Com
mittee on Banking, Housing, and Urban Af
fairs. 

EC-2315. A communication from the Acting 
General Counsel, Department of Housing and 
Urban Development, transmitting, pursuant 
to law, five rules entitled " HOME Invest
ment Partnership Program" (FR-3962), re
ceived on June 23, 1997; to the Committee on 
Banking, Housing, and Urban Affairs. 

EC-2316. A communication from the Direc
tor, U.S. Office of Personnel Management, 
transmitting, a draft of proposed legislation 
relative to judicial review to protect the 
merit system; to the Committee on Govern
mental Affairs. 

EC-2317. A communication from the CFO 
and Plan Administrator, PCA Retirement 
Committee, First South Production Credit 
Association, transmitting, pursuant to law, 
a report of the annual pension plan ending 
December 31, 1996; to the Committee on Gov
ernmental Affairs. 

EC-2318. A communication from the Chair
man of the National Transportation Safety 
Board, transmitting, pursuant to law, the 
annual report on the system of internal ac
counting and financial controls in effect dur
ing fiscal year 1996; to the Committee on 
Governmental Affairs. 
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EC-2319. A communication from the Execu

tive Director, Committee for Purchase from 
People Who are Blind or Severely Disabled, 
transmitting, pursuant to law, a rule rel
ative to employment of the blind and dis
abled, received on June 17, 1997; to the Com
mittee on Governmental Affairs. 

EC-2320. A communication from the In
spector General, U.S. Railroad Retirement 
Board, transmitting, pursuant to law, a re
port for the period October 1, 1996 through 
March 31, 1997; to the Committee on Govern
mental Affairs. 

EC-2321. A communication from the Execu
tive Director of the District of Columbia Fi
nancial Responsibility and Management As
sistance Authority, transmitting, pursuant 
to law, a report relative to the Strategic 
Plan; to the Committee on Governmental Af
fairs. 

REPORTS OF COMMITTEE 
The following reports of committee 

were submitted: 
By Mr. WARNER, from the Committee on 

Rules and Administration: 
Special Report entitled "Printing Pictures 

of Missing Children on Senate Mail" (Rept. 
No. 105-34). 

By Mr. McCONNELL, from the Committee 
on Appropriations, without amendment: 

S. 955. An original bill making appropria
tions for foreign operations, export financ
ing, related programs for the fiscal year end
ing September 30, 1998, and for other pur
poses (Rept. No. 105-35). 

LETTER OF TRANSMITTAL 
U.S. SENATE, 

SPECIAL COMMITTEE ON AGING, 
Washington, DC, 1997. 

Hon. ALBERT A. GORE, Jr., 
President, U.S. Senate, 
Washington, DC. 

DEAR MR. PRESIDENT: Under authority of 
Senate Resolution 73, agreed to February 13, 
1995, I am submitting to you the annual re
port of the U.S. Senate Special Committee 
on Aging, Developments in Aging: 1996, vol
ume 1. 

Senate Resolution 4, the Committee Sys
tems Reorganization Amendments of 1977, 
authorizes the Special Committee on Aging 
"to conduct a continuing study of any and 
all matters pertaining to problems and op
portunities of older people, including but not 
limited to, problems and opportunities of 
maintaining health, of assuring adequate in
come, of finding employment, of engaging in 
productive and rewarding activity, of secur
ing proper housing and, when necessary, of 
obtaining care and assistance. " Senate Reso
lution 4 also requires that the results of 
these studies and recommendations be re
ported to the Senate annually. 

This report describes actions taken during 
1996 by the Congress, the administration, and 
the U.S. Senate Special Committee on 
Aging, which are significant to our Nation's 
older citizens. It also summarizes and ana
lyzes the Federal policies and programs that 
are of the most continuing importance for 
older persons and their families. 

On behalf of the members of the committee 
and its staff, I am pleased to transmit this 
report to you. 

Sincerely, 
CHARLES E. GRASSLEY, Chairman. 

By Mr. GRASSLEY, from the Special Com
mittee on Aging: Special Report entitled 
" Developments In Aging: 1996, Volume 1" 
(Rept. No. 105-36). 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive report of 
committee was submitted: 

By Mr. HATCH, from the Committee on 
the Judiciary: 

Eric H. Hold.er, Jr., of the District of Co
lumbia, to be Deputy Attorney General. 

(The above nomination was reported 
with the recommendation that he be 
confirmed.) 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The 1following bills and joint resolu
tions were introduced, read the first 
and second time by unanimous con
sent, and referred as indicated: 

By Mr. TORRICELLI (for himself and 
Mr. SARBANES): 

S. 951. A bill to reestablish the Office of 
Noise Abatement and Control in the Envi
ronmental Protection Agency; to the Com
mittee on Environment and Public Works. 

By Mr. McCONNELL (for himself, Mr. 
HATCH, Mr. KYL, and Mr. SESSIONS): 

S. 952. A bill to establish a Federal cause of 
action for discrimination and preferential 
treatment in Federal actions on the basis of 
race, color, national origin, or sex, and for 
other purposes; to the Committee on the Ju
diciary. 

By Mr. SHELBY (for himself, Mr. NICK
LES, and Mrs. HUTCHISON): 

S. 953. A bill to require certain Federal 
agencies to protect the right of private prop
erty owners, and for other purposes; to the 
Committee on Governmental Affairs. 

By Mr. KERREY: 
S. 954. A bill to assure competition in tele

communications markets; to the Committee 
on the Judiciary. 

By Mr. McCONNELL: 
S. 955. An original bill making appropria

tions for foreign operations, export financ
lng, related programs for the fiscal year end
ing September 30, 1998, and for other pur
poses; from the Committee on Appropria
tions; placed on the calendar. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. TORRICELLI (for himself 
and Mr. SARBANES): 

S. 951. A bill to reestablish the Office 
of Noise Abatement and Control in the 
Environmental Protection Agency; to 
the Committee on Environment and 
Public Works. 

THE QUIET COMMUNITIES ACT OF 1997 

Mr. TORRICELLI. Mr. President, I 
rise today to introduce, along with 
Senator SARBANES, the Quiet Commu
nities Act of 1997. It is estimated that 
noise levels in communities across the 
country have increased more than 10 
percent over the last decade. Studies 
indicate that noise affects one's ability 
to concentrate and can cause sleep dep
rivation, resulting in deleterious ef
fects on health. Air noise is polluting 
our communities, and we must face and 
address this reality that affects the 
quality of life of our constituents. 

The Federal A via ti on Administration 
predicts there will be 36 percent more 
flights in 2007 than there are today and 

that 60 of the 100 largest airports in 
this country are proposing to build new 
runways. A recent study by the Nat
ural Resources' Defense Council found 
that the F AA's noise policy threshold 
is far too high for residential commu
nities. Additionally, the study found 
there are over 250,000 people residing 
near Newark, JFK, and LaGuardia suf
fering from more noise than even the 
FAA deems fit for residences. 

In the 1970 Clean Air Act, Congress 
authorized $30 million for the estab
lishment of the Office of Noise Abate
ment and Control [ONACJ within the 
Environmental Protection Agency 
[EP AJ to study noise and its effect on 
public heal th and welfare, and to con
sult with other Federal agencies on 
noise related issues. In 1982, ONAC's 
funding was terminated and the Office 
has been virtually dormant since. 

Each year, new studies show poten
tial links between high noise levels and 
health and quality of life issues. Few 
issues are as volatile or as controver
sial as air noise. The EPA has consist
ently differed with the FAA-and advo
cated stricter measures- on the selec
tion of noise measurement methodolo
gies, on the threshold of noise at which 
health impacts are felt, and on the im
plementation of noise abatement pro
grams at airports around the Nation. 

It is time to properly address the air
craft noise that affects millions of peo
ple every day in manners that are both 
short and long term. The Quiet Com
munities Act of 1997 will reestablish 
within the EPA an Office of Noise 
Abatement and Control which will be 
responsible for coordinating Federal 
noise abatement activities, updating or 
developing noise standards, providing 
technical assistance to local commu
nities, and promoting research and 
education on the impacts of noise pol
lution. The Office will emphasize noise 
abatement approaches that rely on 
State and local activity, market incen
tives, and coordination with other pub
lic and private agencies. The act will 
also provide for the EPA to submit rec
ommendations to Congress and the 
FAA regarding recommendations on 
new measures that could be imple
mented to mitigate the impact of air
craft noise on surrounding commu
nities. I ask unanimous consent that 
this be printed in the RECORD. 

There being no objection, the bill ·was 
ordered to be printed in the RECORD, as 
follows: 

s. 951 
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the "Quiet Com
munities Act of 1997". 
SEC. 2. FINDINGS. 

Congress finds that-
(l)(A) for too many citizens of the United 

States, noise from aircraft, vehicular traffic, 
and a variety of other sources is a constant 
source of torment; and 
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(B) nearly 20,000,000 citizens of the United 

States are exposed to noise levels that can 
lead to psychological and physiological dam
age, and another 40,000,000 people are exposed 
to noise levels that cause sleep or work dis
ruption; 

(2)(A) chronic exposure to noise has been 
linked to increased risk of cardiovascular 
problems, strokes, and nervous disorders; 
and 

(B) excessive noise causes sleep deprivation 
and task interruptions, which pose untold 
costs on society in diminished worker pro
ductivity; 

(3)(A) to carry out the Clean Air Act of 1970 
(42 U.S.C. 7401 et seq.), the Noise Control Act 
of 1972 (42 U.S.C. 4901 et seq.), and the Quiet 
Communities Act of 1978 (Public Law 91H>09; 
92 Stat. 3079), the Administrator of the Envi
ronmental Protection Agency established an 
Office of Noise Abatement and Control; 

(B) the responsibilities of the Office of 
Noise Abatement and Control included pro
mulgating noise emission standards, requir
ing product labeling, facilitating the devel
opment of low emission products, coordi
nating Federal noise reduction programs, as
sisting State and local abatement efforts, 
and promoting noise education and research; 
and 

(C) funding for the Office of Noise Abate
ment and Control was terminated in 1982 and 
no funds have been provided since; 

(4) because the Administrator of the Envi
ronmental Protection Agency remains re
sponsible for enforcing regulations issued 
under the Noise Control Act of 1972 (42 U.S.C. 
4901 et seq.) even though funding for the Of
fice of Noise Abatement and Control has 
been terminated, and because that Act pro
hibits State and local governments from reg
ulating noise sources in many situations, 
noise abatement programs across the United 
States lie dormant; 

(5) as the population grows and air and ve
hicle traffic continues to increase, noise pol
lution is likely to become an even greater 
problem in the future; and 

(6) the health and welfare of the citizens of 
the United States demands that the Environ
mental Protection Agency once again as
sume a role in combating noise pollution. 
SEC. 3. REESTABLISHMENT OF OFFICE OF NOISE 

ABATEMENT AND CONTROL. 
(a) REESTABLISHMEN'l'.-
(1) IN GENERAL.-The Administrator of the 

Environmental Protection Agency shall re
establish an Office of Noise Abatement and 
Control (referred to in this Act as the "Of
fice"). 

(2) RESPONSIBILITIES.-The Office shall be 
responsible for-

(A) coordinating Federal noise abatement 
activities; 

(B) updating or developing noise standards; 
(C) providing technical assistance to local 

communities; and 
(D) promoting research and education on 

the impacts of noise pollution. 
(3) EMPHASIZED APPROACHES.-The Office 

shall emphasize noise abatement approaches 
that rely on State and local activity, market 
incentives, and coordination with other pub
lic and private agencies. 

(b) STUDY.-
(1) IN GENERAL.-Not later than 18 months 

after the date of enactment of this Act, the 
Administrator of the Environmental Protec
tion Agency shall submit a study on airport 
noise to Congress and the Federal Aviation 
Administration. 

(2) AREAS OF STUDY .- The study shall-
( A) examine the Federal Aviation Adminis

tration's selection of noise measurement 
methodologies; 

(B) the threshold of noise at which health 
impacts are felt; and 

(C) the effectiveness of noise abatement 
programs at airports around the United 
States. 

(3) RECOMMENDATIONS.-The study shall in
clude specific recommendations to the Fed
eral Aviation Administration on new meas
ures that should be implemented to mitigate 
the impact of aircraft noise on surrounding 
communities. 
SEC. 4. AUTHORIZING OF APPROPRIATIONS. 

There are authorized to be appropriated to 
carry out this Act--

(1) $5,000,000 for each of fiscal years 1998, 
1999, and 2000; and 

(2) $8,000,000 for each of fiscal years 2001 
and 2002. 

By Mr. SHELBY (for himself, Mr. 
NICKLES, and Mrs. HUTCHISON): 

S . 953. A bill to require certain Fed
eral agencies to protect the right of 
private property owners, and for other 
purposes; to the Committee on Govern
mental Affairs. 

THE PRIVATE PROPERTY OWNERS' BILL OF 
RIGHTS 

Mr SHELBY. Mr. President, today I 
rise to introduce legislation that reaf
firms one of the basic principles that 
formed our Nation-protection of pri
vate property rights. The Private Prop
erty Owners' Bill of Rights is intended 
to reaffirm this constitutional right. 

The right to private property is an 
essential freedom. While the fifth 
amendment to the Constitution recog·
nizes that the Federal Government 
may take property for public use; it ex
plicitly mandates that Government 
must compensate the private property 
owner. In recent years, this funda
mental right has been blatantly ig
nored in the name of habitat and spe
cies preservation. 

Sirice the inception of our Nation, 
ownership of private property has been 
a cornerstone of economic liberty and 
prosperity. The current Federal regu
latory polices are an ominous cloud 
hanging over every landowner from the 
established developer to the hard
working generational farmer. 

Myriad new environmental regula
tions stemming from the Endangered 
Species Act and the wetlands statues of 
section 404 of the Clean Water Act have 
rendered countless acres of private 
land useless. Thus leaving property 
owners deprived of the ability to farm, 
develop, or even repair existing struc
tures on their own land. This bill does 
not challenge the integrity of the En
dangered Species Act or the wetlands 
statutes; it simply attempts to shift 
the burden of enforcing these laws from 
the individual back to the Government. 
For too long, the policies of the Fish 
and Wildlife Service, the Army Corps 
of Engineers, or the Environmental 
Protection Agency, with respect to 
these statutes, have gone unchecked. 

Property owners should not be sin
gled out to bear the costs of public 
policies. If our Government determines 
that a certain parcel of land should be 

conserved or a species protected, it 
should purchase the land at a fair and 
just price. Current regulations punish 
individuals that happen to own land 
that the Government wants to manage 
without purchasing. Enforcement of 
land use statutes can range from exor
bitant fines to the inability to use 
one's own land or even to time in pris
on. Currently, expensive and lengthy 
mitigation is the only recourse avail
able to contest the Government's ac
tions. Simply put, this is an intolerable 
situation. 

Continuing the punitive approach to 
conservation will only serve to alienate 
those that are in the best position to 
assist with the efforts. It is estimated 
that three-fourths of these lands that 
meet the Federal Government's defini
tion of a wetland through section 404 of 
the Clean Water Act, are privately 
owned. It is time to change the bureau
cratic viewpoint that protecting a pri
vate property owners' constitutionally 
guaranteed rights comes at the cost of 
protecting the environment. Contrary 
to the Government's actions, both are 
intrinsically linked. 

Throughout my tenure, I have heard 
countless stories of landowners being 
denied the right to use their own 
land-the very property that they pur
chased or inherited, cared for, devel
oped and pay taxes on-because the 
Government determines there is a need 
to preserve the property for a wetland 
or species. These citizens find them
selves in a regulatory nightmare-un
able to live off the land yet unable to 
sell it to the Government, or anyone 
for that matter, for full market value. 
Only on paper is the land truly theirs. 

For example, a farmer in Missouri 
was accused of destroying wetlands 
simply for moving dirt while repairing 
a broken levee on his family's prop
erty. In another disturbing instance, 
Texan Marge Rector spent $830,000 to 
purchase 15 acres of land for her retire
ment. Soon after, it was determined 
that her land was a potential habitat 
for the black-capped vireo and the 
golden-cheeked warbler. Within 5 
years, her land was determined to be 
worth approximately $30,000. Her re
tirement dream turned into a night
mare. 

Unfortunately these are not isolated 
cases, there are hundreds of individuals 
in similar predicaments across our 
country. This issue is not limited by 
geographical boundaries, socio-eco
nomic status or occupation. Any indi
vidual that owns land is subject to un
expected, unpredictable environmental 
regulation that-at the very least-will 
rob a person of the economic value of 
their land or, worse, force a landowner 
into prison for rightfully using their 
land. 

Mr. President, the time has arrived 
to realistically address the matter at 
hand by creating a clearly defined pol
icy for Federal agencies to follow. 
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Abusing the rights of private property 
owners in the name of the environment 
must end. Congress needs to act before 
the economic future of more citizens is 
put at risk. 

Therefore, I am pleased to reintro
duce the Private Property Owners' Bill 
of Rights with my colleagues, Senators 
NICKLES and HUTCHISON. This bill 
would reaffirm the Federal Govern
ment's constitutional responsibility to 
protect private property by requiring 
the Federal Government and its 
agents, to include private property 
owners in any process or action to take 
private land. 

The Private Property Owners ' Bill of 
Rights requires a Federal agency and 
its representative to give notice and 
gain consent from property owners 
prior to entering a property owner's 
land for the purpose of gathering infor
mation to enforce the Endangered Spe
cies Act or any wetlands statute. Pri
vate property owners also would be 
guaranteed the right to complete ac
cess to that information and the right 
to debate its accuracy prior to the Gov
ernment's use of it. 

Additionally, this legislation re
quires Federal Government agencies to 
create an administrative appeals proc
ess for owners of property adversely af
fected by environmental regulations. 
The Endangered Species Act will be 
amended to require that private prop
erty owners are notified and included 
in any management agreement that 
would affect their land. These provi
sions will assure that the landowner's 
voice is heard. 

Most importantly, the private prop
erty owners' bill of rights guarantees 
compensation for landowners whose 
property is devalued by $10,000 or 20 
percent of its fair market value by Fed
eral action. Uniform guidelines would 
be created that all Federal agencies 
and landowners would follow when de
veloping a compensation agreement. If 
disagreements arise between the par
ties, they may request arbitration. In 
no manner does this option limit the 
availability of alternative legal meas
ures. These are reasonable protections 
to ensure that landowners' rights, 
guaranteed under the Constitution, are 
not violated and that Government af
firmatively meets its constitutional 
obligation to protect private property. 

Our Nation is built on the principles 
of individual freedoms and rights. It is 
time that the Federal Government 
abide by the laws of our land and stop 
the practice of regulating private prop
erty without the benefit of compensa
tion. These abuses must end. I urge my 
colleagues to join me in support of this 
effort. 

I ask unanimous consent that the 
Private Property Owners ' Bill of 
Rights Act of 1997 be printed in the 
RECORD. 

There being no objection, the bill was 
ordered to be printed in the RECORD, as 
follows: 

s. 953 
Be it enacted by the Senate and House of Rep

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the " Private 
Property Owners ' Bill of Rights". 
SEC. 2. FINDINGS AND PURPOSE. 

(a) FINDINGS.-Congress finds the fol
lowing: 

(1) Our democracy was founded on prin
ciples of ownership, use, and control of pri
vate property. These principles are embodied 
in the fifth amendment to the Constitution, 
which prohibits the taking of private prop
erty without the payment of just compensa
tion. 

(2) A number of Federal environmental 
programs, specifically the Endangered Spe
cies Act of 1973 (16 U.S.C. 1531 et seq.) and 
section 404 of the Federal Water Pollution 
Control Act (33 U.S.C. 1344), have been imple
mented by employees, agents, and represent
atives of the Federal Government in a man
ner that deprives private property owners of 
the use and control of their property. 

(3) As new Federal programs are proposed 
that would limit. and restrict the use of pri
vate property to provide habitat for plant 
and animal species, the rights of private 
property owners must be recognized and re
spected. 

(4) Private property owners are being 
forced by Federal policy to resort to exten
sive, lengthy, and expensive litigation to 
protect certain basic civil rights guaranteed 
by the Constitution. 

(5) Since many private property owners do 
not have the financial resources or the ex
tensive commitment of time to proceed in 
litigation against the Federal Government, a 
clear F ederal policy is needed to guide and 
direct Federal agencies with respect to the 
implementation by the agencies of environ
mental laws that directly impact private 
property . 

(6) While all private property owners 
should and must abide by nuisance laws and 
should not use their property in a manner 
that harms their neighbors, these laws have 
traditionally been enacted, implemented, 
and enforced at the State and local levels 
where the laws are best able to protect the 
rights of all private property owners and 
local citizens. 

(7) While traditional pollution control laws 
are intended to protect the health and phys
ical welfare of the general public, habitat 
protection programs in effect on the date of 
enactment of this Act are intended to pro
tect the welfare of plant and animal species, 
while allowing recreational and aesthetic op
portunities for the public. 

(b) P URPOSE.-The purpose of this Act is to 
provide a consistent Federal policy to-

(1) encourage, support, and promote the 
private ownership of property; and 

(2) ensure that the constitutional and legal 
rights of private property owners are pro
tected by the Federal Government and em
ployees, ag·ents, and representatives of the 
Federal Government. 
SEC. 3. DEFINITIONS. 

In this Act: 
(1) AG ENCY HEAD.- The term "agency head" 

means the Secretary or Administrator with 
jurisdiction or authority to take a final 
agency action under 1 or more of the applica
ble provisions of law. 

(2) APPLICABLE PROVISIONS OF LAW.-The 
term "applicable provisions of law" means 
the Enda ng·ered Species Act of 1973 (16 U.S .C. 
1531 et seq.) and section 404 of the Federal 
Water Pollution Control Act (33 U.S.C. 1344). 

(3) NON-FEDERAL PERSON.-The term " non
Federal person" means a person other than 
an officer, employee, agent, department, or 
instrumentality of-

(A) the Federal Government; or 
(B) a foreign government. 
(4) PRIVATE PROPERTY OWNER.-The term 

"private property owner" means a non-Fed
eral person (other than an officer, employee, 
agent, department, or instrumentality of a 
State, municipality, or political subdivision 
of a State, or a State, municipality, or polit
ical subdivision of a State) that--

(A) owns property referred to in subpara
graph (A) or (B) of paragraph (5); or 

(B) holds property referred to in paragraph 
(5)(C). 

(5) PROPERTY.-The term " property" 
means

(A) land; 
(B) any interest in land; and 
(C) any proprietary water right. 
(6) QUALIFIED AGENCY ACTION.-The term 

" qualified agency action" means an agency 
action (as defined in section 551(13) of title 5, 
United States Code) that is taken under 1 or 
more of the applicable provisions of law. 
SEC. 4. PROTECTION OF PRIVATE PROPER1Y 

RIGHTS. 
(a) IN GENERAL.- ln implementing and en

forcing the applicable provisions of law, each 
agency head shall-

(1) comply with applicable State and tribal 
government laws, including laws relating to 
private property rights and privacy; and 

(2) implement and enforce the applicable 
provisions of law in a manner that has the 
least impact on the constitutional and other 
legal rights of private property owners. 

(b) REGULATIONS.-Each agency head shall 
develop and implement regulations for en
suring that the constitutional and other 
legal rights of private property owners are 
protected in any case in which the agency 
head makes, or participates with other agen
cies in the making of, any final decision that 
restricts the use of private property. 
SEC. 5. PROPER1Y OWNER CONSENT FOR ENTRY. 

(a) IN GENERAL.- Subject to subsection (b), 
an agency head may not enter privately 
owned property to collect information re
garding the property, unless the private 
property owner has-

(1) consented in writing to the entry; 
(2) after providing the consent, been pro

vided notice of the entry; and 
(3) been notified that any raw data col

lected from the property must be made 
available to the private property owner at no 
cost, if requested by the private property 
owner. 
. (b) ENTRY FOR CONSENT OR NOTICE.-Sub
section (a) shall not prohibit entry onto 
property for the purpose of obtaining con
sent or providing notice required under sub
section (a). 
SEC. 6. RIGHT TO REVIEW AND DISPUTE DATA 

COLLECTED FROM PRIVATE PROP
ER1Y. 

An agency head may not use data that is 
collected from privately owned property to 
implement or enforce any of the applicable 
provisions of law, unless the agency head 
has-

(1) provided to the private property 
owner-

(A) access to the information; 
(B) a detailed description of the manner in 

which the information was collected; and 
(C) an opportunity to dispute the accuracy 

of the information; and 
(2) determined that the information is ac

curate, if the private property owner dis
putes the accuracy of the information pursu
ant to paragraph (l)(C). 
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SEC. 7. RIGHT TO AN ADMINISTRATIVE APPEAL 

OF WETLANDS DECISIONS. 
Section 404 of the Federal Water Pollution 

Control Act (33 U.S.C. 1344) is amended by 
adding at the end the following: 

"(U) ADMINISTRATIVE APPEALS.-
"(1) IN GENERAL.-The Secretary or the Ad

ministrator, after notice and opportunity for 
public comment, shall issue rules to estab
lish procedures to provide private property 
owners, or authorized representatives of the 
owners, an opportunity for an administrative 
appeal of the following actions under this 
section: 

"(A) A determination of regulatory juris-
diction over a particular parcel of property. 

"(B) The denial of a permit. 
"(C) The terms and conditions of a permit. 
"(D) The imposition of an administrative 

penalty. 
"(E) The imposition of an order requiring 

the private property owner to restore or oth
erwise alter the property. 

"(2) DECISION.-The rules issued under 
paragraph (1) shall provide that any adminis
trative appeal of an action described in para
graph (1) shall be heard and decided by an of
ficial other than the official who took the 
action, and shall be conducted at a location 
that is in the vicinity of the property in
volved in the action. 

"(3) DEFINITIONS.-In this subsection: 
"(A) NON-FEDERAL PERSON.-The term 'non

Federal person' means a person other than 
an officer, employee , agent, department, or 
instrumentality of-

"(i) the Federal Government; or 
"(ii) a foreign government. 
"(B) PRIVATE PROPERTY OWNER.- The term 

'private property owner' means a non-Fed
eral person (other than an officer, employee, 
agent, department, or instrumentality of a 
State, municipality, or political subdivision 
of a State, or a State, municipality, or polit
ical subdivision of a State) that-

"(i) owns property referred to in clause (i) 
or (ii) of subparagraph (C); or 

"(ii) holds property referred to in subpara
graph (C)(iii). 

"(C) PROPERTY.-The term 'property' 
means

" (i) land; 
"(ii) any interest in land; and 
"(iii) any proprietary water right.". 

SEC. 8. RIGHT TO ADMINISTRATIVE APPEAL 
UNDER THE ENDANGERED SPECIES 
ACT OF 1973. 

Section 11 of the Endangered Species Act 
of 1973 (16 U.S.C. 1540) is amended by adding 
at the end the following: 

" (i) ADMINISTRATIVE APPEALS.-
"(l) IN GENERAL.-The Secretary, after no

tice and opportunity for public comment, 
shall issue rules to establish procedures to 
provide private property owners, or author
i21ed representatives of the owners, an oppor
tunity for an administrative appeal of the 
following actions under this Act: 

"(A) A determination that a particular 
parcel of property is critical habitat of a spe
cies listed under section 4. 

"(B) The denial of a permit for an inci
dental take. 

"(C) The terms and conditions of a permit 
for an incidental take. 

"(D) The imposition of an administrative 
penalty. 

"(E) The imposition of an order prohibiting 
or substantially limiting the use of the prop
erty. 

"(2) DECISION.-The rules issued under 
paragraph (1) shall provide that any adminis
trative appeal of an action described in para
graph (1) shall be heard and decided by an of
ficial other than the official who took the 

action, and shall be conducted at a location 
that is in the vicinity of the parcel of prop
erty involved in the action. 

"(3) DEFINITIONS.- In this subsection: 
"(A) NON-FEDERAL PERSON.-The term 'non

Federal person' means a person other than 
an officer, employee, agent, department, or 
instrumentality of-

"(i) the Federal Government; or 
"(ii) a foreign government. 
"(B) PRIVATE PROPERTY OWNER.-The term 

'private property owner' means a non-Fed
eral person (other than an officer, employee, 
agent, department, or instrumentality of a 
State, municipality, or political subdivision 
of a State, or a State, municipality, or polit
ical subdivision of a State) that-

' (i) owns property referred to in clause (i) 
or (ii) of subparagraph (C); or 

"(ii) holds property referred to in subpara
graph (C)(iii). 

" (C) PROPERTY.-The term 'property' 
means

" (i) land; 
"(11) any interest in land; and 
" (iii) any proprietary water right.". 

SEC. 9. COMPENSATION FOR TAKING OF PRIVATE 
PROPERTY. 

(a) ELIGIBILITY.-A private property owner 
that, as a consequence of a final qualified 
agency action of an agency head, is deprived 
of $10,000, or 20 percent or more, of the fair 
market value of the affected portion of the 
property of the owner, as determined by a 
qualified appraisal expert, shall be entitled 
to receive compensation in accordance with 
this section. 

(b) DEADLINE.-Not later than 90 days after 
receipt of a final decision of an agency head 
that deprives a private property owner of the 
fair market value or viable use of property 
for which compensation is required under 
subsection (a), the private property owner 
may submit in writing a request to the agen
cy head for compensation in accordance with 
subsection (c). 

(C) AGENCY HEAD'S OFFER.- Not later than 
180 days after the receipt of a request for 
compensation under subsection (b), the agen
cy head shall stay the decision and provide 
to the private property owner-

(1) an offer to purchase the affected prop
erty of the private property owner at the fair 
market value that would apply if there were 
no use restrictions under the applicable pro
visions of law; and 

(2) an offer to compensate the private prop
erty owner for the difference between the 
fair market value of the property without 
the restrictions and the fair market value of 
the property with the restrictions. 

(d) PRIVATE . PROPERTY OWNER'S RE
SPONSE.-

(1) IN GENERAL.-A private property owner 
shall have 60 days after the date of receipt of 
the offers of the agency head under sub
section (c) to accept 1 of the offers or to re
ject both offers. 

(2) SUBMISSION TO ARBITRATION.- If the pri
vate property owner rejects both offers, the 
private property owner may submit the mat
ter for arbitration to an arbitrator appointed 
by the agency head from a list of arbitrators 
submitted to the agency head by the Amer
ican Arbitration Association. The arbitra
tion shall be conducted in accordance with 
the real estate valuation arbitration rules of 
the association. For the purposes of this sec
tion, an arbitration shall be binding orr the 
agency head and a private property owner as 
to the amount, if any, of compensation owed 
to the private property owner and whether 
for the purposes of this section the private 
property owner has been deprived of the fair 

market value or viable use of property for 
which compensation is required under sub
section (a). 

(e) JuDGMENT.- A qualified agency action 
of an agency head that deprives a private 
property owner of property as described in 
subsection (a), shall be deemed, at the option 
of the private property owner, to be a taking 
under the Constitution and a judgment 
against the United States if the private prop
erty owner-

(1) accepts an offer of the agency head 
under subsection (c); or 

(2) submits to arbitration under subsection 
(d). 

(f) PAYMENT.-An agency head shall pay a 
private property owner any compensation re
quired under the terms of an offer of the 
agency head that is accepted by the private 
property owner in accordance with sub
section (d), or under a decision of an arbi
trator under that subsection, by not later 
than 60 days after the date of the acceptance 
or the date of the issuance of the decision, 
respectively. 

(g) FORM OF PAYMENT.-Payment under 
this section shall be in a form agreed to by 
the agency head and the private property 
owner and may be in the form of-

(1) payment of an amount that is equal to 
the fair market value of the property on the 
day before the date of the final qualified 
agency action with respect to which the 
property or interest is acquired; 

(2) payment of an amount that is equal to 
the reduction in value of the property; or 

(3) conveyance of real property or an inter
est in real property that has a fair market 
value equal to the amount referred to in 
paragraph (1) or (2). 

(h) OTHER RIGHTS PRESERVED.- This sec
tion shall not preempt, alter, or limit the 
availability of any remedy for the taking of 
property or an interest in property that is 
available under the Constitution or any 
other law. 

(i) FINAL JUDGMENTS.-If a private prop
erty owner unsuccessfully seeks compensa
tion under this section and thereafter files. a 
claim for compensation under the fifth 
amendment to the Constitution and is suc
cessful in obtaining a final judgment order
ing compensation from the United States 
Court of Federal Claims for the claim, the 
agency head who made the final agency deci
sion that results in the taking shall reim
burse, from funds appropriated to the agency 
for the 2 fiscal years following payment of 
the compensation, the Treasury of the 
United States for amounts appropriated 
under section 1304 of title 31, United States 
Code, to pay the judgment against the 
United States. 
SEC. 10. PRIVATE PROPERTY OWNER PARTICIPA· 

TION IN COOPERATIVE AGREE· 
MENTS. 

Section 6(b) of the Endangered Species Act 
of 1973 (16 U.S.C. 1535(b)) is amended-

(1) by striking "The Secretary" and insert-
ing the following: 

" (1) IN GENERAL.-The Secretary" ; and 
(2) by adding at the end the following: 
"(2) PARTICIPATION BY PRIVATE PROPERTY 

OWNERS.-
" (A) IN GENERAL.-Notwithstanding any 

other provision of this section, in any case in 
which the Secretary enters into a manage
ment agreement under paragraph (1) that es
tablishes restrictions on the use of property, 
the Secretary shall notify all private prop
erty owners or lessees of the property that is 
subject to the management agreement and 
shall provide an opportunity for each private 
property owner or lessee to participate in 
the management agreement. 
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"(B) DEFINITIONS.-ln this paragraph: 
"(i) NON-FEDERAL PERSON.-The term 'non

Federal person' means a person other than 
an officer, employee, agent, department, or 
instrumentality of-

"(I) the Federal Government; or 
"(II) a foreign government. 
"(ii) PRIVATE PROPERTY OWNER.-The term 

'private property owner' means a non-Fed
eral person (other than an officer, employee, 
agent, department, or instrumentality of a 
State, municipality, or political subdivision 
of a State, or a State, municipality, or polit
ical subdivision of a State) that-

"(!) owns property referred to in subclause 
(I) or (II) of clause (iii); or 

"(II) holds property referred to in clause 
(iii)(III). 

"(iii) PROPERTY.-The term 'property' 
means

"(! ) land; 
"(II) any interest in land; and 
"(III) any proprietary water right.". 
Mr. NICKLES. Mr. President, of all 

the freedoms we enjoy in this country, 
the ability to own, care for, and de
velop private property is perhaps the 
most crucial to our free enterprise 
economy. In fact, our economy would 
cease to function without the incen
tives provided by private property. So 
sacred and important are these rights, 
that our forefathers chose to specifi
cally protect them in the fifth amend
ment to the U.S. Constitution, which 
says in part, "nor shall private prop
erty be taken for public use, without 
just compensation." 

Unfortunately, some Federal envi
ronmental, safety, and heal th laws are 
encouraging Government violation of 
private property rights, and it is a 
problem which is increasing in severity 
and frequency. We would all like to be
lieve the Constitution will protect our 
property rights if they are threatened, 
but today that is simply not true. The . 
only way for a person to protect their 
private property rights is in the courts, 
and far too few people have the time or 
money to take such action. Thus many 
citizens lose their fifth amendment 
rights simply because no procedures 
have been established to prevent Gov
ernment takings. 

Many people in the Federal bureauc
racy believe that public protection of 
health, safety, and the environment is 
not compatible with protection of pri
vate property rights. I disagree. In 
fact, the terrible environmental condi
tions exposed in Eastern Europe when 
the cold war ended lead me to believe 
that property ownership enhances envi
ronmental protection. As the residents 
of East Berlin and Prague know all too 
well, private owners are more effective 
caretakers of the environment than 
communist governments. 

Yet the question remains, how do we 
prevent overzealous bureaucrats from 
using their authority in ways which 
threaten property rights? 

Today I rise to join my colleague 
Senator RICHARD SHELBY of Alabama in 
introducing legislation which will 
strengthen every citizen's fifth amend-

ment rights. Our bill, the Private Prop
erty Owners Bill of Rights, targets two 
of the worst property rights offenders, 
the Endangered Species Act and the 
Wetlands Permitting Program estab
lished by Section 404 of the Clean 
Water Act. 

Our bill requires Federal agents who 
enter private property to gather infor
mation under either the Endangered 
Species Act or the Wetlands Permit
ting Program to first obtain the writ
ten consent of the landowner. While it 
is difficult to believe that such a basic 
right should need to be spelled out in 
law, overzealous bureaucrats and envi
ronmental radicals too often mistake 
private resources as their own. Prop
erty owners are also guaranteed the 
right of access to that information, the 
right to dispute its accuracy, and the 
right of an administrative appeal from 
decisions made under those laws. 

Most importantly, the Private Prop
erty Owners Bill of Rights guarantees 
compensation for a landowner whose 
property is devalued by $10,000, or 20 
percent or more, of the fair market 
value resulting from a Federal action 
under the Endangered Species Act or 
Wetlands Permitting Program. An ad
ministrative process is established to 
give property owners a simple and in
expensive way to seek resolution of 
their takings claims. If we are to truly 
live up to the requirements of our Con
stitution, we must make this commit
ment. I believe this provision will work 
both to protect landowners from un
compensated takings and to discourage 
Government actions which would cause 
such takings. 

The time has come for farmers, 
ranchers, and other landowners to take 
a stand against violations of their pri
vate property rights by the Federal bu
reaucracy. The Private Property Own
ers Bill of Rights will help landowners 
take that stand. 

By Mr. KERREY: 
S. 954. A bill to assure competition in 

telecommunications markets; to the 
Committee on the Judiciary. 
THE TELECOMMUNICATIONS COMPETITION ACT OF 

1997 

Mr. KERREY. Mr. President, the 
Telecommunications Act of 1996 was to 
usher in a new era of competition, 
choice, jobs, universal service, and in
frastructure investment. 

Much of the promise of the new act 
remains unfulfilled. Most disappointing 
has been progress on the competition 
front. Rather than and explosion of 
competition, in the year since the law 
was enacted, there has been a dis
turbing trend toward consolidation. 

I rise to express serious concern 
about the Department of Justice's ap
proach to mergers in the telecommuni
cations industry. I feel very strongly 
that the Justice Department approval 
of the Bell Atlantic and Nynex merger 
is bad competition policy and bad tele
communications policy. 

With this merger, two strong poten
tial competitors with two vibrant, rich 
markets are now one. This loss of com
petition follows the equally trouble
some merger between Telecomm giants 
Pacific Telesis and Southwestern Bell. 
Perhaps most troubling is that these 
approvals have opened the door for 
even larger mergers. 

What was unimaginable a year ago, 
the reconstruction of the old Bell Sys
tem monopoly is very much within the 
realm of possibility. 

Mr. President, the urge to compete 
should not be replaced with the urge to 
merge. 

A little more than a year ago, the 
Congress enacted landmark legislation 
to open telecommunications markets 
to competition, preserve and advance 
universal service, and spur private in
vestment in telecommunication infra
structure. Over the last year, the Fed
eral Communications Commission has 
worked around the clock to implement 
the new law. It has been a daunting 
task, frustrated by litigation and regu
latory wrangling. 

While the FCC and the States strug
gle with implementation of the new 
law, it is important to remember that 
a key part of that legislation did not 
rely on regulation, it relied on the 
marketplace. The idea was to unleash 
pent up competitive forces among and 
between telecommunications compa
nies. Mega mergers between tele
communications titans quell these 
market forces for increased invest
ment, lower rates, and improved serv
ice. 

To unshackle the restraints of the 
Court supervised breakup of AT&T, the 
Congress gave Regional Bell Operating 
Companies instant access to long dis
tance markets outside of their local 
service regions and access to long dis
tance markets inside their · regions 
when they opened their markets to 
local competition. 

In addition to responding to the lure 
of long distance markets, Regional Bell 
Operating Companies and other local 
exchange carriers were expected to 
covet each other's markets. The at
traction of serving new local markets 
was to be a key catalyst for breaking 
down barriers to competition. 

With these mergers, local competi
tion and long distance competition is 
lost. In addition, potential internet, 
video and broad band competition has 
disappeared. 

The promise of the new law was that 
competition, not consolidation would 
bring new services at lower prices to 
consumers. Where competition failed 
to advance service and restrain prices, 
universal service support would assure 
that telephone rates and services where 
comparable in rural and urban areas. 

When certain large telecommuni
cations companies combine, they not 
only eliminate the potential of com
petition with each other in each oth
er's markets, but they can create a 
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market power which may be capable of 
resisting competition from others. 
They can also create the possibility of 
an unequal bargaining power when 
they compete with or deal with small, 
independent and new carriers. 

The promise of the Telecommuni
cations Act was improved service and 
lower rates for consumers through 
competition and the advancement of 
universal service. If properly imple
mented, the Telecommunications Act 
of 1996 can deliver, but the dis
appointing merger decisions of the De
partment of Justice will make that 
task much more difficult. 

The legislation I introduce today 
would clearly institute an appropriate 
level scrutiny for mergers between 
large telecommunications companies. I 
believe that the antitrust laws and the 
Telecommunications Act would permit 
this type of analysis, without the adop
tion of a new statute, but to date, the 
Department of Justice has not seemed 
willing to pursue this approach. 

Under the Telecommunications Mo
nopoly Prevention Act, new mega
mergers would not be prohibited but be 
required to be reviewed in the context 
of their contribution to competition. 

This legislation is by no means a 
moratorium on mergers. Indeed, some 
mergers, even among large tele
communications companies, may be 
very much in the consumers interests 
and in the interest of competition. This 
legislation simply requires a level of 
review consistent with the vision of the 
Telecommunications Act. 

It is my view that the Justice De
partment is presently pursuing a 
standard of review for telecomm merg
ers which would be appropriate for 
competitive companies tending toward 
monopoly, but not for monopolies 
which should be moving toward com
petition. 

Mr. President, I ask that the text of 
the Telecommunications Monopoly 
Prevention Act be printed in the 
RECORD as read and urge my colleagues 
to review and support this needed piece 
of legislation. 

ADDITIONAL COSPONSORS 
s. 9 

At the request of Mr. NICKLES, the 
name of the Senator from Pennsyl
vania [Mr. SANTOR UM] was added as a 
cosponsor of S. 9, a bill to protect indi
viduals from having their money invol
untarily collected and used for politics 
by a corporation or labor organization. 

s. 63 

At the request of Mr. FEINGOLD, the 
name of the Senator from New Jersey 
[Mr. TORRICELLI] was added as a co
sponsor of S. 63, a bill to amend certain 
Federal civil rights statutes to prevent 
the involuntary application of arbitra
tion to claims that arise from unlawful 
employment discrimination based on 
race, color, religion, sex, national ori-

gin, age, or disability, and for other 
purposes. 

s. 294 

At the request of Mrs. HUTCHISON, the 
name of the Senator from New Jersey 
[Mr. TORRICELLI] was added as a co
sponsor of S. 294, a bill to amend chap
ter 51 of title 18, United States Code, to 
establish Federal penalties for the kill
ing or attempted killing of a law en
forcement officer of the District of Co
lumbia, and for other purposes. 

s. 328 

At the request of Mr. HUTCHINSON , 
the name of the Senator from Missouri 
[Mr. BOND] was added as a cosponsor of 
S. 328, a bill to amend the National 
Labor Relations Act to protect em
ployer rights, and for other purposes. 

s. 362 

At the request of Mr. LEAHY, the 
name of the Senator from Louisiana 
[Ms. LANDRIEU] was added as a cospon
sor of S. 362, a bill to deter and punish 
serious gang and violent crime, pro
mote accountability in the juvenile 
justice system, prevent juvenile and 
youth crime, and for other purposes. 

s. 385 

At the request of Mr. CONRAD, the 
name of the Senator from Kentucky 
[Mr. FORD J was added as a cosponsor of 
S. 385, a bill to provide reimbursement 
under the medicare program for tele
heal th services, and for other purposes. 

s. 397 

At the request of Ms. MIKULSKI, the 
name of the Senator from Massachu
setts [Mr. KENNEDY] was added as a co
sponsor of S. 397, a bill to amend chap
ters 83 and 84 of title 5, United States 
Code, to extend the civil service retire
ment provisions of such chapter which 
are applicable to law enforcement offi
cers, to inspectors of the Immigration 
and Naturalization Service, inspectors 
and canine enforcement officers of the 
Unite.d States Customs Service, and 
revenue officers of the Internal Rev
enue Service. 

s. 460 

At the request of Mr. BOND, the name 
of the Senator from Idaho [Mr. KEMP
THORNE] was added as a cosponsor of S . 
460, a bill to amend the Internal Rev
enue Code of 1986 to increase the deduc
tion for heal th insurance costs of self
employed individuals, to provide clari
fication for the deductibility of ex
penses incurred by a taxpayer in con
nection with the business use of the 
home, to clarify the standards used for 
determining that certain individuals 
are not employees, and for other pur
poses. 

s. 587 

At the request of Mr. CAMPBELL, the 
name of the Senator from Colorado 
[Mr. ALLARD] was added as a cosponsor 
of S. 587, a bill to require the Secretary 
of the Interior to exchange certain 
lands located in Hinsdale County, Colo
rado . 

s . 589 

At the request of Mr. CAMPBELL, the 
name of the Senator from Colorado 
[Mr. ALLARD] was added as a cosponsor 
of S. 589, a bill to provide for a bound
ary adjustment and land conveyance 
involving the Raggeds Wilderness, 
White River National Forest, Colorado, 
to correct the effects of earlier erro
neous land surveys. 

s. 590 

At the request of Mr. CAMPBELL, the 
name of the Senator from Colorado 
[Mr. ALLARD] was added as a cosponsor 
of S . 590, a bill to provide for a land ex
change involving certain land within 
the Routt National Forest in the State 
of Colorado. 

S. 591 

At the request of Mr. CAMPBELL, the 
name of the Senator from Colorado 
[Mr. ALLARD] was added as a cosponsor 
of S. 591 , a bill to transfer the Dillon 
Ranger District in the Arapaho Na
tional Forest to the White River Na
tional Forest in the State of Colorado. 

s. 597 

At the request of Mr. BINGAMAN, the 
name of the Senator from South Da
kota [Mr. JOHNSON] was added as a co
sponsor of S. 597, a bill to amend title 
XVIII of the Social Security Act to 
provide for coverage under part B of 
the medicare program of medical nutri
tion therapy services furnished by reg
istered dietitians and nutrition profes
sionals. 

s . 606 

At the request of Mr. HUTCHINSON, 
the name of the Senator from Missouri 
[Mr. ASHCROFT] was added as a cospon
sor of S. 606, a bill to prohibit discrimi
nation in contracting on federally 
funded projects on the basis of certain 
labor policies of potential .contractors. 

s. 677 

At the request of Ms. MOSELEY
BRAUN, the name of the Senator from 
Illinois [Mr. DURBIN] was added as a co
sponsor of S. 677, a bill to amend the 
Immigration and Nationality Act of 
1994, to provide the descendants of the 
children of female United States citi
zens born abroad before May 24, 1934, 
with the same rights to United States 
citizenship at birth as the descendants 
of children born of male citizens 
abroad. 

S. 770 

At the request of Mr. NICKLES, the 
name of the Senator from Wyoming 
[Mr. ENZI] was added as a cosponsor of 
S. 770, a bill to encourage production of 
oil and gas within the United States by 
providing tax incentives, and for other 
purposes. 

s. 810 

At the request of Mr. ABRAHAM, the 
name of the Senator from Georgia [Mr. 
COVERDELL] was added as a cosponsor 
of S. 810, a bill to impose certain sanc
tions on the People's Republic of 
China, and for other purposes. 
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s. BB4 

At the request of Mr. CLELAND, the 
name of the Senator from Georgia [Mr. 
COVERDELL] was added as a cosponsor 
of S. 884, a bill to amend the Appa
lachian Regional Development Act of 
1965 to add Elbert County and Hart 
County, Georgia, to the Appalachian 
region. 

s. BB5 

At the request of Mr. D'AMATO, the 
name of the Senator from Vermont 
[Mr. JEFFORDS] was added as a cospon
sor of S. 885, a bill to amend the · Elec
tronic Fund Transfer Act to limit fees 
charged by financial institutions for 
the use of automatic teller machines, 
and for other purposes. 

S. BBB 

At the request of Mr. DOMENIC!, the 
names of the Senator from Tennessee 
[Mr. FRIST], and the Senator from 
North Carolina [Mr. FAIRCLOTH] were 
added as cosponsors of S. 888, a bill to 
amend the Small Business Act to assist 
the development of small business con
cerns owned and con trolled by women, 
and for other purposes. 

s. 912 

At the request of Mr. BOND, the name 
of the Senator from South Carolina 
[Mr. HOLLINGS] was added as a cospon
sor of S. 912, a bill to provide for cer
tain military retirees and dependents a 
special medicare part B enrollment pe
riod during which the late enrollment 
penalty is waived and a special 
medigap open period during which no 
under-writing is permitted. 

AMENDMENTS SUBMITTED 

THE BALANCED BUDGET ACT OF 
1997 

ROTH (AND MOYNIHAN) 
AMENDMENT NO. 431 

Mr. ROTH (for himself and Mr. MOY
NIHAN) proposed an amendment to the 
bill (S. 947) to provide for reconcili
ation pursuant to section 104(a) of the 
concurrent resolution on the budget for 
fiscal year 1998; as follows: 

On page 169, between lines 24 and 25, insert: 
"(5) SATISFACTION OF REQUIREMENT.-
"(A) IN GENERAL.-A MedicarePlus plan of

fered by a MedicarePlus organization satis
fies paragraph (l)(A), with respect to benefits 
for items and services furnished other than 
through a provider that has a contract with 
the organization offering the plan, if the 
plan provides (in addition to any cost shar
ing provided for under the plan) for at least 
the total dollar amount of payment for such 
items and services as would otherwise be au
thorized under parts A and B (including any 
balance billing permitted under such parts). 

"(B) EXCEPTION FOR MSA PLANS AND UNRE
STRICTED FEE-FOR-SERVICE PLANS.-Subpara
graph (A) shall not apply to an MSA plan or 
an unrestricted fee-for-service plan. " 

On page 188, between lines 18 and 19, insert: 
"(k) TREA'fMENT OF SERVICES FURNISHED BY 

CERTAIN PROVIDERS.-

"(1) IN GENERAL.-A physician or other en
tity (other than a provider of services) that 
does not have a contract establishing pay
ment amounts for services furnished to an 
individual enrolled under this part with a 
MedicarePlus organization shall accept as 
payment in full for covered services under 
this title that are furnished to such an indi
vidual the amounts that the physician or 
other entity could collect if the individual 
were not so enrolled. Any penalty or other 
provision of law that applies to such a pay
ment with respect to an individual entitled 
to benefits under this title (but not enrolled 
with a MedicarePlus organization under this 
part) also applies with respect to an indi
vidual so enrolled. 

"(2) EXCEPTION FOR MSA PLANS AND UNRE
STRICTED FEE-FOR-SERVICE PLANS.-Para
graph (1) shall not apply to an MSA plan or 
an unrestricted fee-for-service plan." · 

On pag·e 203, beginning with line 13, strike 
all through page 204, line 11, and insert: 

"(8) ADJUSTMENTS TO MINIMUM AMOUNTS 
AND MINIMUM PERCENTAGE INCREASES.-After 
computing all amounts under this subsection 
(without regard to this paragraph) for any 
year, the Secretary shall-

"(A) redetermine the amount under para
graph (l)(C) for such year by substituting 
'100 percent' for '101 percent' each place it 
appears, and 

"(B) increase the minimum amount under 
paragraph (l)(B) to an amount equal to the 
lesser of-

"(i) the amount the Secretary estimates 
will result in increased payments under such 
paragraph equal to the decrease in payments 
by reason of the redetermination under sub
paragraph (A), or 

"(11) an amount equal to 85 percent of the 
annual national Medicare Choice capitation 
rate determined under paragraph ( 4)." 

On page 222, strike lines 18 through 21 and 
insert: 

"(II) the date on which the Secretary de
termines that the State has in effect sol
vency standards identical to the standards 
established under section 1856(a). " 

On page 226, beginning with line 17, strike 
all through page 227, line 3, and insert: 

"(d) CERTIFICATION OF PROVISION AGAINST 
RISK OF INSOLVENCY FOR PSOS.-

"(l) IN GENERAL.- Each Medicare Choice 
organization that is a provider-sponsored or
ganization with a waiver in effect under sub
section (a)(2) shall meet the standards estab
lished under section 1856(a) with respect to 
the financial solvency and capital adequacy 
of the organization. " _ 

On page 309, line 17, insert ", including the 
extent to which current medicare update in
dexes do not accurately reflect inflation" 
after "1395t)". 

On page 309, line 22, beginning with ", in
cluding., strike all through " inflation" on 
line 24. 

On page 335, beginning with line 24, strike 
through page 336, line 2, and insert: 

(3) NONELDERLY MEDICARE BENEFICIARIES.
(A) IN GENERAL.-The amendment made by 

subsection (c) shall apply to policies issued 
on and after July 1, 1998. 

(B) TRANSI'l'ION RULE.-In the case of an in
dividual who first became eligible for bene
fits under part A of title XVIII of the Social 
Security Act pursuant to section 226(b) of 
such Act and enrolled for benefits under part 
B of such title before July 1, 1998, the 6-
month period described in section 
1882(s)(2)(A) of such Act shall begin on July 
1, 1998. Before July 1, 1998, the Secretary of 
Health and Human Services shall notify any 
individual described in the previous sentence 

of their rights in connection with medicare 
supplemental policies under section 1882 of 
such Act, by reason of the amendment made 
by subsection (c). 

On page 340, between lines 21 and 22, insert: 
PART I-IN GENERAL 

On page 341, line 11, strike " and". 
On page 341, between lines 11 and 12, insert: 
"(3) applying the information and quality 

programs under part II; and" 
On page 341, line 12, strike "(3)" and insert 

"(4)" . 
On page 357, between lines 2 and 3, insert: 
PART II-INFORMATION AND QUALITY 

STANDARDS 
Subpart A-Information 

SEC. 5044. INFORMATION REQUIREMENTS. 
(a) IN GENERAL.-The Secretary shall pro

vide that in the case of a demonstration plan 
conducted under part I, the information and 
comparative reports described in this section 
shall be used in lieu of that provided under 
part C of title XVIII of the Social Security 
Act. 

(b) SECRETARY'S MATERIALS; CONTENTS.
The notice and informational materials 
mailed by the Secretary under this part shall 
be written and formatted in the most easily 
understandable manner possible, and shall 
include, at a minimum, the following: 

(1) GENERAL INFORMATION.-General infor
mation with respect to coverage under this 
part during the next calendar year, includ
ing-

(A) the part B premium rates that will be 
charged for part B coverage, and a statement 
of the fact that enrollees in demonstration 
plans are not required to pay such premium, 

(B) the deductible, copayment, and coin
surance amounts for coverage under the tra
ditional medlcare program, 

(C) a description of the coverage under the 
traditional medicare program and any 
changes in coverage under the program from 
the prior year, 

(D) a description of the individual's medi
care payment area, and the standardized 
medicare payment amount available with re
spect to such individual, 

(E) information and instructions on how to 
enroll in a demonstration plan, 

(F) the right of each demonstration plan 
sponsor by law to terminate or refuse to 
renew its contract and the effect the termi
nation or nonrenewal of its contract may 
have on individuals enrolled with the dem
onstration plan under this part, 

(G) appeal rights of enrollees, including the 
right to address grievances to the Secretary 
or the applicable external review entity, and 

(H) the benefits offered by plans in basic 
benefit plans under section 1895H(a), and how 
those benefits differ from the benefits offered 
under parts A and B. 

(2) COMPARATIVE REPORT.-A copy of the 
most recent comparative report (as estab
lished by the Secretary under subsection (c)) 
for the demonstration plans in the individ
ual's medicare payment area. 

(C) COMPARATIVE REPORT.-
(1) IN GENERAL.-The Secretary shall de

velop an understandable standardized com
parative report on the demonstration plans 
offered by demonstration plan sponsors, that 
will assist demonstration eligible individuals 
in their decisionmaking regarding medical 
care and treatment by allowing such individ
uals to compare the demonstration plans 
that such individuals are eligible to enroll 
with. In developing such report the Sec
retary shall consult with outside organiza
tions, including groups representing the el
derly, demonstration plan sponsors, pro
viders of services, and physicians and other 
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health care professionals, in order to assist 
the Secretary in developing the report. 

(2) REPORT.-The report described in para
graph (1) shall include a comparison for each 
demonstration plan of-

(A) the plan's medicare service area; 
(B) coverage by the plan of emergency 

services and urgently needed care; 
(C) the amount of any deductibles, coinsur

ance, or any monetary limits on benefits; 
(D) the number of individuals who 

disenrolled from the plan within 3 months of 
enrollment during the previous fiscal year 
(excluding individuals whose disenrollment 
was due to death or moving outside of the 
plan's service area) stated as percentages of 
the total number of individuals in the plan; 

(E) process, outcome, and enrollee satisfac
tion measures, as recommended by the Qual
ity Advisory Institute as established under 
section 5044B; 

(F) information on access and quality of 
services obtained from the analysis described 
in section 5044B; 

(G) the procedures used by the plan to con
trol utilization of services and expenditures, 
including any financial incentives; 

(H) the number of applications during the 
previous fiscal year requesting that the plan 
cover or pay for certain medical services 
that were denied by the plan (and the num
ber of such denials that were subsequently 
reversed by the plan), stated as a percentage 
of the total number of applications during 
such period requesting that the plan cover 
such services; 

(I) the number of times during the previous 
fiscal year (after an appeal was filed with the 
Secretary) that the Secretary upheld or re
versed a denial of a request that the plan 
cover certain medical services; 

(J) the restrictions (if any) on payment for 
services provided outside the plan's health 
care provider network; 

(K) the process by which services may be 
obtained through the plan's health care pro
vider network; 

(L) coverage for out-of-area services; 
(M) any exclusions in the types of health 

care providers participating in the plan's 
health care provider network; 

(N) whether the plan is, or has within the 
past two years been, out-of-compliance with 
any requirements of this part (as determined 
by the Secretary); 

(0) the plan's premium price for the basic 
benefit plan submitted under part C of title 
XVIII of the Social Security Act, an indica
tion of the difference between such premium 
price and the standardized medicare pay
ment amount, and the portion of the pre
mium an individual must pay out of pocket; 

(P) whether the plan offers any of the op
tional supplemental benefit plans, and if so, 
the plan's premium price for such benefits; 
and 

(Q) any additional information that the 
Secretary determines would be helpful for 
demonstration eligible individuals to com
pare the demonstration plans that such indi
viduals are eligible to enroll with. 

(3) AnnrrIONAL INFORMATION.-The com
parative report shall also include-

(A) a comparison of each demonstration 
plan to the fee-for-service program under 
parts A and B of title XVIII of the Social Se
curity Act; 

(B) an explanation of medicare supple
mental policies under section 1882 of such 
Act and how to obtain specific information 
regarding such policies; and 

(C) a phone number for each demonstration 
plan that will enable demonstration eligible 
individuals to call to receive a printed list-

ing of all health care providers participating 
in the plan's health care provider network. 

(4) UPDATE.-The Secretary shall, not less 
than annually, update each comparative re
port. 

(5) DEFINITIONS.- ln this subsection-
(A) HEALTH CARE PROVIDER.- The term 

"health care provider" means anyone li
censed under State law to provide health 
care services under part A or B. 

(B) NETWORK.-The term "network" 
means, with respect to a demonstration plan 
sponsor, the health care providers who have 
entered into a contract or agreement with 
the plan sponsor under which such providers 
are obligated to provide items, treatment, 
and services under this section to individuals 
enrolled with the plan sponsor under this 
part. 

(C) OUT-OF-NETWORK.-The term "out-of
network" means services provided by health 
care providers who have not entered into a 
contract agreement with the demonstration 
plan sponsor under which such providers are 
obligated to provide items, treatment, and 
services under this section to individuals en
rolled with the plan sponsor under this part. 

(6) COST SHARING.-Each demonstration 
plan sponsor shall pay to the Secretary its 
pro rata share of the estimated costs in
curred by the Secretary in carrying out the 
requirements of this section and section 4360 
of the Omnibus Reconciliation Act of 1990. 
There are hereby appropriated to the Sec
retary the amount of the payments under 
this paragraph for purposes of defraying the 
cost described in the preceding sentence. 
Such amounts shall remain available until 
expended. 
Subpart B-Quality in Demonstration Plans 

SEC. 5044A DEFINITIONS. 
In this subpart: 
(1) COMPARATIVE REPORT.-The term "com

parative report" means the comparative re
port developed under section 5044. 

(2) DIRECTOR.-The term "Director" means 
the Director of the Office of Competition 
within the Department of Health and Human 
Services as established under part I. 

(3) MEDICARE PROGRAM.-The term " medi
care program'' means the program of heal th 
care benefits provided under title XVIII of 
the Social Security Act (42 U.S.C. 1395 et 
seq.). 

(4) DEMONSTRATION PLAN.-The term " dem
onstration plan" means a plan established 
under part I. 

(5) DEMONSTRATION PLAN SPONSOR.-The 
term " demonstration plan sponsor" means a 
sponsor of a demonstration plan. 
SEC. 5044B. QUALITY ADVISORY INSTITUTE. 

(a) ESTABLISHMENT.-There is established 
an Institute to be known as the " Quality Ad
visory Institute" (in this subpart referred to 
as the " Institute") to make recommenda
tions to the Director concerning licensing 
and certification criteria and comparative 
measurement methods under this subpart. 

(b) MEMBERSHIP.-
(!) COMPOSITION.-The Institute shall be 

composed of 5 members to be appointed by 
the Director from among individuals who 
have demonstrable expertise in-

(A) health care quality measurement; 
(B) health plan certification criteria set

ting; 
(C) the analysis of information that is use

ful to consumers in making choices regard
ing health coverage options, health plans, 
health care providers, and decisions regard
ing health treatments; and 

(D) the analysis of health plan operations. 
(2) TERMS AND VACANCIES.-The members of 

the Institute shall be appointed for 5-year 

terms with the terms of the initial members 
staggered as determined appropriate by the 
Director. Vacancies shall be filled in a man
ner provided for by the Director. 

(c) DUTIES.-The Institute shall-
(!) not later than 1 year after the date on 

which all members of the Institute are ap
pointed under subsection (b)(2), provide ad
vice to the Director concerning the initial 
set of criteria for the certification of dem
onstration plans; 

(2) analyze the use of the criteria for the 
certification of demonstration plans imple
mented by the Director under this subpart 
and recommend modifications in such cri
teria as needed; 

(3) analyze the use of the comparative 
measurements implemented by the Director 
in developing comparative reports and rec
ommend modifications in such measure
ments as needed; 

(4) perform, or enter into contracts with 
other entities for the performance of, an 
analysis of access to services and clinical 
outcomes based on patient encounter data; 

(5) enter into contracts with other entities 
for the development of such criteria and 
measurements and to otherwise carry out its 
duties under this section; and 

(6) carry out any other activities deter
mined appropriate by the Institute to carry 
out its duties under this section. 
The analysis described in paragraph (4) 
should focus on conditions and procedures of 
significance to beneficiaries under the medi
care program, as determined by the Insti
tute, and should be designed, and the results 
summarized, in a manner that facilitates 
comparisons across health plans. 
SEC. 5044C. DUTIES OF DffiECTOR. 

(a) IN GENERAL.-The Director shall-
(!) adopt, adapt, or develop criteria in ac

cordance with sections 5044F through 5044I to 
be used in the licensing of certifying entities 
and in the certification of demonstration 
plans, including any minimum criteria need
ed for the operation of demonstration plans 
during the transition period described in sec
tion 5044F(c); 

(2) issue licenses to certifying entities that 
meet the criteria developed under paragraph 
(1) for the purpose of enabling such entities 
to certify demonstration plans in accordance 
with this subpart; 

(3) develop comparative health care meas
ures in addition to those implemented by the 
Director in developing comparative reports 
in order to guide consumer choice under the 
medicare program and to improve the deliv
ery of quality health care under such pro
gram; 

(4) develop procedures, consistent with sec
tion 5044A, for the dissemination of certifi
cation and comparative quality information 
provided to the Director; 

(5) contract with an independent entity for 
the conduct of audits concerning certifi
cation and quality measurement and require 
that as part of the certification process per
formed by licensed certification entities that 
there include an onsite evaluation, using 
performance-based standards, of the pro
viders of items and services under a dem
onstration plan; 

(6) at least quarterly, meet jointly with 
the Agency for Health Care Policy and Re
search to review innovative health outcomes 
measures, new measurement processes, and 
other matters determined appropriate by the 
Director; 

(7) at least annually, meet with the Insti
tute concerning certification criteria; 

(8) not later than January 1, 1999, and each 
January 1 thereafter, prepare and submit to 
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demonstration plan sponsors and to Con
gress, a report concerning the activities of 
the Director for the previous year; 

(9) advise the President and Congress con
cerning health insurance and health care 
provided under demonstration plans and 
make recommendations concerning meas
ures that may be implemented to protect the 
health of all enrollees in demonstration 
plans; and 

(10) carry out other activities determined 
appropriate by the Director. 

(b) RULE OF CONSTRUCTION.- Nothing in 
this section shall be construed to limit the 
authority of the Director or the Secretary of 
Health and Human Services with respect to 
requirements other than those applied under 
this subpart with respect to demonstration 
plans. 
SEC. 5044D. COMPLIANCE. 

(a) IN GENERAL.-Not later than January 1, 
1999, the Director shall ensure that a dem
onstration plan may not be offered unless it 
has been certified in accordance with this 
subpart. 

(b) CONTRACTS OR REIMBURSEMENTS.- In 
carrying out subsection (a), the Director-

(1) may not enter into a contract with a 
demonstration plan sponsor for the provision 
of a demonstration plan unless the dem
onstration plan is certified in accordance 
with this subpart; 

(2) may not reimburse a demonstration 
plan sponsor for items and services provided 
under a demonstration plan unless the dem
onstration plan is certified in accordance 
with this subpart; and 

(3) shall, after providing notice to the dem
onstration plan sponsor operating a dem
onstration plan and an opportunity for such 
demonstration plan to be certified, and in ac
cordance with any applicable grievance and 
appeals procedures under section 5044I, ter
minate any contract with a demonstration 
plan sponsor for the operation of a dem
onstration plan if such demonstration plan is 
not certified in accordance with this subpart. 
SEC. 5044E. PAYMENTS FOR VALUE. 

(a) ESTABLISHMENT OF PROGRAM.-The Di
rector shall establish a program under which 
payments are made to various demonstra
tion plans to reward such plans for meeting 
or exceeding quality targets. 

(b) PERFORMANCE MEASURES.- In carrying 
out the program under subsection (a), the Di
rector shall establish broad categories of 
quality targets and performance measures. 
Such targets and measures shall be designed 
to permit the Director to determine whether 
a demonstration plan is being operated in a 
manner consistent with this subpart. 

(c) USE OF FUNDS.-
(1) IN GENERAL.-The Secretary shall with

hold 0.50 percent from any payment that a 
demonstration plan sponsor receives with re
spect to an individual enrolled with such 
plan under part I. 

(2) PAYMENTS.-The Director shall use 
amounts collected under paragraph (1) to 
make annual payments to those demonstra
tion plans that have been determined by the 
Director to meet or exceed the quality tar
gets and performance measures established 
under subsection (b). Any amounts collected 
under such paragraph for a fiscal year and 
remaining available after payments are 
made under subsection (d), shall be used for 
deficit reduction. 

(d) AMOUNT OF PAYMENT.-
(1) FORMULA.-The amount of any payment 

made to a demonstration plan under this sec
tion shall be determined in accordance with 
a formula to be developed by the Director. 
The formula shall ensure that a payment 

made to a demonstration plan under this sec
tion be in an amount equal to-

(A) with respect to a demonstration plan 
that is determined to be in the first quintile, 
1 percent of the amount allocated to the plan 
under this subpart; 

(B) with respect to a demonstration plan 
that is determined to be in the second quin
tile, 0.75 percent of the amount allocated to 
the plan under this subpart; 

(C) with respect to a demonstration plan 
that is determined to be in the third quin
tile, 0.50 percent of the amount allocated by 
the plan under this subpart; and 

(D) with respect to a demonstration plan 
that is determined to be in the fourth quin
tile, 0.25 percent of the amount allocated by 
the plan under this subpart. 

(2) No PAYMENT.-A demonstration plan 
that is determined by the Director to be in 
the fifth quintile shall not be eligible to re
ceive a payment under this section. 

(3) DETERMINATION OF QUINTILES.-Not later 
than April 30 of each calendar year, the Di
rector shall rank each demonstration plan 
based on the performance of the plan during 
the preceding year as determined using the 
quality targets and performance measures 
established under subsection (b). Such 
rankings shall be divided into quintiles with 
the first quintile containing the highest 
ranking plans and the fifth quintile con
taining the lowest ranking plans. Each such 
quintile shall contain plans that in the ag
gregate cover an equal number of bene
ficiaries as compared to another quintile. 
SEC. 5044F. CERTIFICATION REQUffiEMENT. 

(a) IN GENERAL.- To be eligible to enter 
into a contract with the Director to enroll 
individuals in a demonstration plan, a dem
onstration plan sponsor shall participate in 
the certification process and have the dem
onstration plans offered by such plan sponsor 
certified in accordance with this subpart. 

(b) EFFECT OF MERGERS OR PURCHASE.-
(1) CERTIFIED PLANS.- Where 2 or more 

demonstration plan sponsors offering cer
tified · demonstration plans are merged or 
where 1 such plan sponsor is purchased by 
another plan sponsor, the resulting plan 
sponsor may continue to operate and enroll 
individuals for coverage under the dem
onstration plan as if the demonstration plan 
involved were certified. The certification of 
any resulting demonstration plan shall be re
viewed by the applicable certifying entity to 
ensure the continued compliance of the con
tract with the certification criteria. 

(2) NONCERTIFIED PLANS.- The certification 
of a demonstration plan shall be terminated 
upon the merger of the demonstration plan 
sponsor involved or the purchase of the plan 
sponsor by another entity that does not offer 
any certified demonstration plans. Any dem
onstration plans offered through the result
ing plan sponsor may reapply for certifi
cation after the completion of the merger or 
purchase. 

(C) TRANSITION FOR NEW PLANS.-
(1) IN GENERAL.-A demonstration plan 

that has not provided health insurance cov
erage t o individuals prior to the effective 
date of this Act shall be permitted to con
tract with the Director and operate and en
roll individuals under a demonstration plan 
without being certified for the 2-year period 
beginning on the date on which such dem
onstration plan sponsor enrolls the first indi
vidual in the demonstration plan. Such dem
onstration plan must be certified in order to 
continue to provide coverage under the con
tract after such period. 

(2) LIMITATION.- A new demonstration plan 
described in paragraph (1) shall, during the 

period referred to in paragraph (1) prior to 
certification, comply with the minimum cri
teria developed by the Director under section 
5044F(a)(l). 
SEC. 5044G. LICENSING OF CERTIFICATION ENTI

TIES. 

(a) IN GENERAL.-The Director shall de
velop procedures for the licensing of entities 
to certify demonstration plans under this 
subpart. 

(b) REQUIREMENTS.-The procedures devel
oped under subsection (a) shall ensure that-

(1) to be licensed under this section a cer
tification entity shall apply the require
ments of this subpart to demonstration plans 
seeking certification; 

(2) a certification entity has procedures in 
place to suspend or revoke the certification 
of a demonstration plan that is failing to 
comply with the certification requirements; 
and 

(3) the Director will give priority to licens
ing entities that are accrediting health plans 
that contract with the Director on the date 
of enactment of this Act. 
SEC. 5044H. CERTIFICATION CRITERIA. 

(a) ESTABLISHMENT.-The Director shall es
tablish minimum criteria under this section 
to be used by licensed certifying entities in 
the certification of demonstration plans 
under this subpart. 

(b) REQUIREMENTS.-Criteria established by 
the Director under subsection (a) shall re
quire that, in order to be certified, a dem
onstration plan shall comply at a minimum 
with the following: 

(1) QUALITY IMPROVEMENT PLAN.-The dem
onstration plan shall implement a total 
quality improvement plan that is designed to 
improve the clinical and administrative 
processes of the demonstration plan on an 
ongoing basis and demonstrate that improve
ments in the quality of items and services 
provided under the demonstration plan have 
occurred as a result of such improvement 
plan. 

(2) PROVIDER CREDENTIALS.-The dem
onstration plan shall compile and annually 
provide to the licensed certifying entity doc
umentation concerning the credentials of the 
hospitals, physicians, and other health care 
professionals reimbursed under the dem
onstration plan. 

(3) COMPARATIVE INFORMATION.-The dem
onstration plan shall compile and provide, as 
requested by the Secretary of Heal th and 
Human Services, to the such Secretary the 
information necessary to develop a compara
tive report. 

(4) ENCOUNTER DATA.-The demonstration 
plan shall maintain patient encounter data 
in accordance with standards established by 
the Institute , and shall provide these data, 
as requested by the Institute, to the Insti
tute in support of conducting the analysis 
described in section 5044B(c)(4). 

(5) OTHER REQUIREMENTS.- The demonstra
tion plan shall comply with other require
ments authorized under this subpart and im
plemented by the Director. 
SEC. 50441. GRIEVANCE AND APPEALS. 

The Director shall develop gTievance and 
appeals procedures under which a demonstra
tion plan that is denied certification under 
this subpart may appeal such denial to the 
Director. 

On page 434, line 17, insert " county in a " 
after " residing in a". 

On page 434, line 21, insert " or a rural 
county that is not adjacent to a Metropoli
tan Statistical Area" after " 254e(a)(l)(A))" . 

On page 515, strike line 5 through 7, and in
sert the following: 
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SEC. 5331. EXTENSION OF COST LIMITS. 

On page 515, line 14, beginning with ", in
creased by" strike all through "data" on line 
18. 

On page 519, line 7, strike " October" and 
insert " July" . 

On page 527, lines 22 and 23, strike ", PER
CENTAGE, AND HISTORICAL TREND FACTOR" and 
insert " AND PERCENTAGE". 

On page 578, line 20, insert "V66.2," after 
" V66.l, " . 

On page 636, strike lines 1 and 2, and insert: 
SEC. 5505. IMPLEMENTATION OF RESOURCE

BASED METHODOLOGIES. 
On page 636, lines 18 through 20, strike 

" primary care services provided in an office 
setting" and insert "office visit procedure 
codes". 

On page 637, beginning with line 19, strike 
all through page 638, line 14, and insert: 

(b) DELAY OF IMPLEMENTATION TO 1999; 
PHASEIN OF IMPLEMENTATION.- Section 
1848(c)(2) (42 U.S.C. 1395w-4(c)(2)), as amended 
by subsection (a), is amended-

(1) in subparagraph (C)(ii)-
(A) by striking "1998" each place it appears 

and inserting " 1999", and 
(B) by inserting ", to the extent provided 

under subparagraph (H)," after "based" in 
the" matter following subclause (II), and 

(2) by adding at the end the following new 
subparagraph: 

"(H) 3-YEAR ADDITIONAL PHASEIN OF RE
SOURCE-BASED PRACTICE EXPENSE UNITS.
Notwithstanding subparagraph (C)(ii), the 
Secretary shall implement the resource
based practice expense unit methodology de
scribed in such subparagraph ratably over 
the 3-year period beginning with 1999 such 
that such methodology is fully implemented 
for 2001 and succeeding years.". 

On page 640, between lines 12 and 13, insert: 
(e) APPLICATION OF RESOURCE-BASED METH

ODOLOGY TO MALPRACTICE RELATIVE VALUE 
UNITS.-Section 1848(c)(2)(C)(iii) (42 u.s.c. 
1395w-4(c)(2)(C)(iii)) is amended-

(1) by inserting "for years before 1999" be
fore " equal", and 

(2) by striking the period at the end and in
serting a comma and by adding at the end 
the following flush matter: 
"and for years beginning with 1999 based on 
the malpractice expense resources involved 
in furnishing the service". 

On page 640, line 13, strike lines 13 through 
15, and insert: 

(f) EFFECTIVE DATES.-
(1) IN GENERAL.-The amendments made by 

this section shall apply to years beginning 
on and after January 1, 1998. 

(2) MALPRACTICE.-The amendments made 
by subsection (e) shall apply to years begin
ning on and after January 1, 1999. 

On page 647, beginning with line 6, strike 
all through page 653, line 19. 

On page 668, beginning with line 24, strike 
all through page 669, line 3, and insert: 

"(2)(A) In the case of a drug or biological 
for which payment was under this part on 
May 1, 1997, the amount determined under 
paragraph (1) for any drug or biological shall 
not exceed-

"(i) in the case of 1998, the amount of the 
payment under this part on May 1, 1997, and 

"(ii) in the case of 1999 and each succeeding 
year, the amount determined under this sub
paragraph for the previous year, increased by 
the percentage increase in the consumer 
price index for all urban consumers (U.S. 
city average) for the 12-month period ending 
with June of the previous year. 

"(B) In the case of a drug or biological not 
described in subparagraph (A), the amount 
determined under paragraph (1) for any year 

following the first year for which payment is 
made under this part for such drug or bio
logical shall not exceed the amount payable 
under this part (after application of this sub
paragraph) for the previous year, increased 
by the percentage increase in the consumer 
price index for all urban consumers (U.S. 
city average) for the 12-month period ending 
with June of the previous year." 

On page 669, line 9, strike the end 
quotation marks. 

On page 669, between lines 9 and 10, insert: 
"(4) The Secretary shall conduct such stud

ies or surveys as are necessary to determine 
the average wholesale price (and such other 
price as the Secretary determines appro
priate) of any drug or biological for purposes 
of paragraph (1). The Secretary shall, not 
later than 6 months after the date of the en
actment of this subsection, report to the ap
propriate committees of Congress the results 
of the studies and surveys conducted under 
this paragraph." 

On page 669, line 12, strike " 1999" and in
sert " 1998". 

On page 768, line 2, strike " the provider" 
and insert "a provider or managed care enti
ty (as defined in section 1950(a)(l)" . 

On page 768, line 5, insert " or managed 
care entity (as defined in section 1950(a)(l)" 
after "a provider" . 

On page 771, line 9, insert ", and as ap
proved by the Secretary" after " DSH". 

On page 771, line 14, strike "services pro
vided by" and insert "payments to" . 

On page 771, line 18, insert ", and as ap
proved by the Secretary" after " DSH". 

On page 773, line 9, insert ", and as ap
proved by the Secretary" after " DSH". 

On page 773, line 17, strike "services pro
vided by" and insert " payments to". 

On page 773, line 22, insert ", and as ap
proved by the Secretary" after "DSH". 

On page 775, line 2, strike "services pro
vided by" and insert " payments to" . 

On page 775, line 6, insert ", and as ap
proved by the Secretary" after " health 
DSH" . 

On page 777, line 13, strike "during fiscal 
year 1995" and insert "that are attributable 
to the fiscal year 1995 DSH allotment," . 

On page 778, strike lines 14 through 18 and 
insert the following: 

"(A) the total State DSH expenditures that 
are attributable to fiscal year 1995 for pay
ments to institutions for mental diseases 
and other mental health facilities (based on 
reporting data specified by the State on 
HCF A Form 64 as mental health DSH, and as 
approved by the Secretary); or" 

On page 778, line 24, strike "services pro
vided by" and insert " payments to" . 

On page 779, line 3, insert ", and as ap
proved by the Secretary" after " DSH" . 

On page 779, line 20, strike "services pro
vided by" and insert " payments to" . 

On page 820, strike lines 21 through 24 and 
insert the following: 

"(6) Any cost-sharing imposed under this 
subsection may not be included in deter
mining the amount of the State percentage 
required for reimbursement of expenditures 
under a State plan under this title. 

"(7) In this subsection, the term 'cost-shar
ing' includes copayments, deductibles, coin
surance, enrollment fees , premiums, and 
other charges for the provision of health care 
services .". 

On page 846, line 2, strike "and". 
On page 846, line 13, strike the period and 

insert ''; and''. 
On page 846, between lines 13 and 14, insert 

the following: 
"(C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5).". 

On page 849, strike lines 13 through 15, and 
insert the following: 

"(B) for each of fiscal years 1999 and 2000, 
$3,200,000,000; 

"(C) for fiscal year 2001, $3,600,000,000; 
"(D) for fiscal year 2002, $3,500,000,000; " 
On page 849, line 17, strike "(D)" and insert 

"(E )". 
On page 856, line 11, insert " Federal and 

State incurred" after " the". 
On page 856, line 18, insert " Federal and 

State incurred" after " the" . 
On page 856, line 20, insert "children cov

ered at State option among" after " for" . 
On page 856, line 23, insert " Federal and 

State incurred" after " the" . 
On page 856, line 25, insert "children cov

ered at State option among" after " for". 
On page 860, strike lines 1 through 10 and 

insert the following: 
"(c) PROHIBITION ON USE OF FUNDS.- No 

funds provided under this title may be used 
to provide health insurance coverage for

"(l ) families of State public employees; or 
"(2) children who are committed to a penal 

institution. " 
On page 860, line 14, strike " title. " and in

sert " title (as described in section 2101), and 
any health insurance coverage provided with 
such funds may include coverage of abortion 
only if necessary to save the life of the 
mother or if the pregnancy is the result of an 
act of rape or incest. " 

On page 863, strike lines 1 through 23 and 
insert the following: 

"(4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties for certain additional charges) . 

"(7) Section 1132 (relating to periods within 
which claims must be filed). 

"(8) Section 1902(a)(4)(C) (relating to con
flict of interest standards). 

"(9) Section 1903(i) (relating to limitations 
on payment). 

"(10) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

"(11) Subparagraph (B) in the matter fol
lowing section 1905(a)(25) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an institution for mental dis
eases from the definition of medical assist
ance). 

"(12) Section 1921 (relating to state licen
sure authorities). 

"(13) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability)." 

Section 403(a)(5) of the Social Security 
Act, as added by section 5821 , is amended-

(1) by striking " amounts reserved pursuant 
to subparagraphs (F) and (G)" each place it 
appears and inserting " amounts reserved 
pursuant to subparagraphs (E), (F), and (G)"; 
and 

(2) in subparagraph (A)(i), by adding at the 
end the following flush sentence: 
" The Secretary shall make pro rata reduc
tions in the amounts otherwise payable to 
States under this paragraph as necessary so 
that grants under this paragraph do not ex
ceed the available amount, as defined in 
clause (iv)." 

On page 834, strike " and" on lines 6, 18 and 
25, and strike lines 7 and 19. 

On pag·e 835, strike lines 1, 9 and 17, and 
strike " and " on lines 8 and 16. 

KERREY AMENDMENT NO. 432 
(Ordered to lie on the table. ) 
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Mr. KERREY submitted an amend

ment intended to be proposed by him 
to the bill, S. 947, supra; as follows: 

At the appropriate place in the bill insert 
the following: 
SEC. . RESERVE PRICE. 

In any auction conducted or supervised by 
the Federal Communications Commission 
(hereinafter the Commission) for any license, 
permit or right which has value, a .reason
able reserve price shall be set by the Com
mission for each unit in the auction. The re
serve price shall establish a minimum bid for 
the unit to be auctioned. If no bid is received 
above the reserve price for a unit, the unit 
shall be retained. The Commission shall re
assess the reserve price for that unit and 
place the unit in the next scheduled or next 
appropriate auction. 

THE CIVIL RIGHTS ACT OF 1997 

MC CONNELL (AND OTHERS) 
AMENDMENT NO. 433 

(Ordered referred to the Committee 
on the Judiciary.) 

Mr. McCONNELL (for himself, Mr. 
HATCH, Mr. KYL, and Mr. SESSIONS) 
submitted an amendment intended to 
be proposed by them to the bill (S. 952) 
to establish a Federal cause of action 
for discrimination and preferential 
treatment in Federal actions on the 
basis of race, color, national origin, or 
sex, and for other purposes; as follows: 

Strike all after the enacting clause and in
sert the following: 
SECTION 1. SHORT TITLE. 

This Act may be cited as the " Civil Rights 
Act of 1997" . 
SEC. 2. FINDINGS AND PURPOSE. 

(a) FINDINGS.-Congress finds that-
(1) the fifth and fourteenth amendments to 

the Constitution guarantee that all individ
uals are entitled to equal protection of the 
laws, regardless of race, color, national ori
gin, or sex; 

(2) the Supreme Court, in Adarand Con
structors, Inc. v. Pena, 515 U.S. 200 (1995), re
cently affirmed that this guarantee of equal
ity applies to Federal actions; 

(3) the Federal Government currently con
ducts over 150 programs, including con
tracting programs, that grant preferences 
based on race, color, national origin, or sex; 
and 

(4) the Federal Government also grants 
preferences in employment based on race, 
color, national origin, or sex. 

(b) PURPOSE.-The purpose of this Act is to 
provide for equal protection of the laws and 
to prohibit discrimination and preferential 
treatment in the Federal Government on the 
basis of race, color, national origin, or sex. 
SEC. 3. PROHIBITION AGAINST DISCRIMINATION 

AND PREFERENTIAL TREATMENT. 
Notwithstanding any other provision of 

law, neither the Federal Government nor 
any officer, employee, or agent of the Fed
eral Government shall-

(1) intentionally discriminate against, or 
grant a preference to, any person or group 
based in whole or in part on race , color, na
tional origin, or sex, in connection with-

(A) a Federal contract or subcontract; 
(B) Federal employment; or 
(C) any other federally conducted program 

or activity; or 

(2) require or encourage a Federal con
tractor or subcontractor, or the recipient of 
a license or financial assistance, to discrimi
nate intentionally against, or grant a pref
erence to, any person or group based in 
whole or in part on race, color, national ori
gin, or sex, in connection with any Federal 
contract or subcontract or Federal license or 
financial assistance. 
SEC. 4. AFFffiMATIVE ACTION PERMITTED. 

This Act does not prohibit or limit any ef
fort by the Federal Government or any offi
cer, employee, or agent of the Federal Gov
ernment-

(1) to encourage businesses owned by 
women and minorities to bid for Federal con
tracts or subcontracts, to recruit qualified 
women and minorities into an applicant pool 
for Federal employment, or to encourage 
participation by qualified women and mi
norities in any other federally conducted 
program or activity, if such recruitment or 
encouragement does not involve granting a 
preference, based in whole or in part on race, 
color, national origin, or sex, in selecting 
any person for the relevant employment, 
contract or subcontract, benefit, oppor
tunity, or program; or 

(2) to require or encourage any Federal 
contractor, subcontractor, or recipient of a 
Federal license or Federal financial assist
ance to recruit qualified women and minori
ties into an applicant pool for employment, 
or to encourage businesses owned by women 
and minorities to bid for Federal contracts 
or subcontracts, if such requirement or en
couragement does not involve granting a 
preference, based in whole or in part on race, 
color, national origin, or sex, in selecting 
any individual for the relevant employment, 
contract or subcontract, benefit, oppor
tunity, or program. 
SEC. Ii. CONSTRUCTION. 

(a) HISTORICALLY BLACK COLLEGES AND UNI
VERSITIES.- Nothing in this Act shall be con
strued to prohibit or limit any act that is de
signed to benefit an institution that is an 
historically Black college or university on 
the basis that the institution is an histori
cally Black college or university. 

(b) INDIAN TRIBES.- This Act does not pro
hibit any action taken-

(1) pursuant to a law enacted under the 
constitutional powers of Congress relating to 
the Indian tribes; or 

(2) under a treaty between an Indian tribe 
and the United States. 

(c) CERTAIN SEX-BASED CLASSIFICATIONS.
This Act does not prohibit or limit any clas
sification based on sex if-

(1) the classification is applied with re
spect to employment and the classification 
would be exempt from the prohibitions of 
title VII of the Civil Rights Act of 1964 by 
reason of section 703(e)(l) of such Act (42 
U.S.C. 2000e- 2(e)(l)); or 

(2) the classification is applied with re
spect to a member of the Armed Forces pur
suant to statute, direction of the President 
or Secretary of Defense, or Department of 
Defense policy. 

(d) IMMIGRATION AND NATIONALITY LAWS.
This Act does not affect any law governing 
immigration or nationality, or the adminis
tration of any such law. 
SEC. 6. COMPLIANCE REVIEW OF POLICIES AND 

REGULATIONS. 
Not later than 1 year after the date of en

actment of this Act, the head of each depart
ment or agency of the Federal Government, 
in consultation with the Attorney General, 
shall review all existing policies and regula
tions that such department or agency head is 
charged with administering" modify such 

policies and regulations to conform to the 
requirements of this Act, and report to the 
Committee on the Judiciary of the House of 
Representatives and the Committee on the 
Judiciary of the Senate the results of the re
view and any modifications to the policies 
and regulations. 
SEC. 7. REMEDIES. 

(a) IN GENERAL.-Any person aggrieved by 
a violation of section 3 may, in a civil ac
tion, obtain appropriate relief (which may 
include back pay). A prevailing plaintiff in a 
civil action under this section shall be 
awarded a reasonable attorney's fee as part 
of the costs . 

(b) CONSTRUCTION.-This section does not 
affect any remedy available under · any other 
law. 
SEC. 8. EFFECT ON PENDING MATTERS. 

(a) PENDING CASES.-This Act does not af
fect any case pending on the date of enact
ment of this Act. 

(b) PENDING CONTRACTS AND SUB
CONTRACTS.- This Act does not affect any 
contract or subcontract in effect on the date 
of enactment of this Act, including any op
tion exercised under such contract or sub
contract before or after such date of enact
ment. 
SEC. 9. DEFINITIONS. 

In this Act, the following definitions apply: 
(1) FEDERAL GOVERNMENT.- The term " Fed

eral Government" means executive and leg
islative branches of the Government of the 
United States. 

(2) PREFERENCE.-The term " preference" 
means an advantage of any kind, and in
cludes a quota, set-aside, numerical goal, 
timetable, or other numerical objective. 

(3) HISTORICALLY BLACK COLLEGE OR UNI
VERSITY.- The term " historically Black col
lege or university" means a part B institu
tion, as defined in section 322(2) of the High
er Education Act of 1965 (20 U.S.C. 1061(2)). 

THE BALANCED BUDGET ACT OF 
1997 

ROTH (AND MOYNIHAN) 
AMENDMENT NO. 434 

Mr. ROTH (for himself and Mr. MOY
NIHAN) proposed an amendment to the 
bill, S. 947, supra; as follows: 

Strike section 5542 and insert the fol
lowing: 
SEC. 5542. INCOME-RELATED REDUCTION IN 

MEDICARE SUBSIDY. 
(a) IN GENERAL.- Section 1839 (42 u.s.c. 

1395r) is amended by adding at the end the 
following: 

"(h)(l ) Notwithstanding the previous sub
sections of this section, in the case of an in
dividual whose modified adjusted gross in
come for a taxable year ending with or with
in a calendar year (as initially determined 
by the Secretary in accordance with para
graph (3)) exceeds the threshold amount de
scribed in paragraph (5)(B), the Secretary 
shall increase the amount of the monthly 
premium for months in the calendar year by 
an amount equal to the difference between-

"(A) 200 percent of the monthly actuarial 
rate for enrollees ag·e 65 and over as deter
mined under subsection (a)(l) for that cal
endar year; and 

"(B) the total of the monthly premiums 
paid by the individual under this section (de
termined without regard to subsection (b)) 
during such calendar year. 

"(2) In the case of an individual described 
in paragraph (1) whose modified adjusted 
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gross income exceeds the threshold amount 
by less than $50,000, the amount of the in
crease in the monthly premium applicable 
under paragraph (1) shall be an amount 
which bears the same ratio to the amount of 
the increase described in paragraph (1) (de
termined without regard to this paragraph) 
as such excess bears to $50,000. 

"(3) The Secretary shall make an initial 
determination of the amount of an individ
ual 's modified adjusted gross income for a 
taxable year ending with or within a cal
endar year for purposes of this subsection as 
follows: 

"(A) Not later than September 1 of the 
year preceding the year, the Secretary shall 
provide notice to each individual whom the 
Secretary finds (on the basis of the individ
ual's actual modified adjusted gross income 
for the most recent taxable year for which 
such information is available or other infor
mation provided to the Secretary by the Sec
retary of the Treasury) will be subject to an 
increase under this subsection that the indi
vidual will be subject to such an increase, 
and shall include in such notice the Sec
retary's estimate of the individual's modi
fied adjusted gross income for the year. 

"(B) If, during the 30-day period beginning 
on the date notice is provided to an indi
vidual under subparagraph (A), the indi
vidual provides the Secretary with informa
tion on the individual's anticipated modified 
adjusted gross income for the year, the 
amount initially determined by the Sec
retary under this paragraph with respect to 
the individual shall be based on the informa
tion provided by the individual. 

"(C) If an individual does not provide the 
Secretary with information under subpara
graph (B), the amount initially determined 
by the Secretary under this paragraph with 
respect to the individual shall be the amount 
included in the notice provided to the indi
vidual under subparagraph (A). 

"(4)(A) If the Secretary determines (on the 
basis of final information provided by the 
Secretary of the Treasury) that the amount 
of an individual's actual modified adjusted 
gross income for a taxable year ending with 
or within a calendar year is less than or 
greater than the amount initially deter
mined by the Secretary under paragraph (3), 
the Secretary shall increase or decrease the 
amount of the individual's monthly premium 
under this section (as the case may be) for 
months during the following calendar year 
by an amount equal to 1/i.2 of the difference 
between-

"(i) the total amount of all monthly pre
miums paid by the individual under this sec
tion during the previous calendar year; and 

" (ii) the total amount of all such pre
miums which would have been paid by the 
individual during the previous calendar year 
if the amount of the individual's modified 
adjusted gross income initially determined 
under paragraph (3) were equal to the actual 
amount of the individual's modified adjusted 
gross income determined under this para
graph. 

"(B)(i) In the case of an individual for 
whom the amount initially determined by 
the Secretary under paragraph (3) is based on 
information provided by the individual under 
subparagraph (B) of such paragraph, if the 
Secretary determines under subparagraph 
(A) that the amount of the individual's ac
tual modified adjusted gross income for a 
taxable year is greater than the amount ini
tially determined under paragraph (3), the 
Secretary shall increase the amount other
wise determined for the year under subpara
graph (A) by interest in an amount equal to 

the sum of the amounts determined under 
clause (ii) for each of the months described 
in clause (ii). 

" (ii) Interest shall be computed for any 
month in an amount determined by applying 
the underpayment rate established under 
section 6621 of the Internal Revenue Code of 
1986 (compounded daily) to any portion of 
the difference between the amount initially 
determined under paragraph (3) and the 
amount determined under subparagraph (A) 
for the period beginning on the first day of 
the month beginning after the individual 
provided information to the Secretary under 
subparagraph (B) of paragraph (3) and ending 
30 days before the first month for which the 
individual 's monthly premium is increased 
under this paragraph. 

"(iii) Interest shall not be imposed under 
this subparagraph if the amount of the indi
vidual's modified adjusted gross income pro
vided by the individual under subparagraph 
(B) of paragraph (3) was not less than the in
dividual's modified adjusted gross income de
termined on the basis of information shown 
on the return of tax imposed by chapter 1 of 
the Internal Revenue Code of 1986 for the 
taxable year involved. 

"(C) In the case of an individual who is not 
enrolled under this part for any calendar 
year for which the individual's monthly pre
mium under this section for months during 
the year would be increased pursuant to sub
paragraph (A) if the individual were enrolled 
under this part for the year, the Secretary 
may take such steps as the Secretary con
siders appropriate to recover from the indi
vidual the total amount by which the indi
vidual's monthly premium for months during 
the year would have been increased under 
subparagraph (A) if the individual were en
rolled under this part for the year. 

"(D) In the case of a deceased individual 
for whom the amount of the monthly pre
mium under this section for months in a 
year would have been decreased pursuant to 
subparagraph (A) if the individual were not 
deceased, the Secretary shall make a pay
ment to the individual's surviving spouse 
(or, in the case of an individual who does not 
have a surviving spouse, to the individual's 
estate) in an amount equal to the difference 
between-

"(i) the total amount by which the individ
ual's premium would have been decreased for 
all months during the year pursuant to sub
paragraph (A); and 

"(ii) the amount (if any) by which the indi
vidual's premium was decreased for months 
during the year pursuant to subparagraph 
(A). 

" (5) In this subsection, the following defi
nitions apply: 

"(A) The term 'modified adjusted gross in
come' means adjusted gross income (as de
fined in section 62 of the Internal Revenue 
Code of 1986)-

"(i) determined without regard to sections 
135, 911, 931, and 933 of such Code, and 

"(ii) increased by the amount of interest 
received or accrued by the taxpayer during 
the taxable year which is exempt from tax 
under such Code. 

" (B) The term ' threshold amount' means
"(i) except as otherwise provided in this 

paragraph, $50,000, 
" (ii) $75,000, in the case of a joint return (as 

defined in section 7701(a)(38) of such Code), 
and 

"(iii) zero in the case of a taxpayer who
"(!) is married at the close of the taxable 

year but does not file a joint return (as so 
defined) for such year, and 

"(II) does not live apart from his spouse at 
all times during the taxable year. 

" (6)(A) The Secretary shall transfer 
amounts received pursuant to this sub
section to the Federal Hospital Insurance 
Trust Fund. 

" (B) In applying section 1844(a), amounts 
attributable to clause (i) shall not be count
ed in determining the dollar amount of the 
premium per enrollee under paragraph (l)(A) 
or (l)(B). " . 

(b) CONFORMING AMENDMENTS.-(1) Section 
1839 (42 U.S.C. 1395r) is amended-

(A) in subsection (a)(2), by inserting " or 
section subsection (h)" after "subsections (b) 
and (e)" ; 

(B) in subsection (a)(3) of section 1839(a), 
by inserting "or subsection (h)" after " sub
section (e)"; 

(C) in subsection (b), inserting " (and as in
creased under subsection (h))" after " sub
section (a) or (e)"; and 

(D) in subsection (f), by striking " if an in
dividual" and inserting the following: "if an 
individual (other than an individual subject 
to an increase in the monthly premium 
under this section pursuant to subsection 
(h))" . 

(2) Section 1840(c) (42 U.S.C. 1395r(c)) is 
amended by inserting "or an individual de
termines that the estimate of modified ad
justed gross income used in determining 
whether the individual is subject to an in
crease in the monthly premium under sec
tion 1839 pursuant to subsection (h) of such 
section (or in determining the amount of 
such increase) is too low and results in a por
tion of the premium not being deducted," be
fore "he may". 

(c) REPORTING REQUIREMEN'rS FOR SEC
RETARY OF 'l'HE TREASURY.-

(1) IN GENERAL.-Subsection (1) of section 
6103 of the Internal Revenue Code of 1986 (re
lating to confidentiality and disclosure of re
turns and return information) is amended by 
adding at the end the following new para
graph: 

"(16) DISCLOSURE OF RETURN INFORMATION 
TO CARRY OUT INCOME-RELATED REDUCTION IN 
MEDICARE PART B PREMIUM.-

" (A) IN GENERAL.-The Secretary may, 
upon written request from the Secretary of 
Health and Human Services, disclose to offi
cers and employees of the Health Care Fi
nancing Administration return information 
with respect to a taxpayer who is required to 
pay a monthly premium under section 1839 of 
the Social Security Act. Such return infor
mation shall be limited to-

"(i) taxpayer identity information with re
spect to such taxpayer, 

"(ii) the filing status of such taxpayer, 
"(iii) the adjusted gross income of such 

taxpayer, 
"(iv) the amounts excluded from such tax

payer's gross income under sections 135 and 
911, 

"(v) the interest received or accrued during 
the taxable year which is exempt from the 
tax imposed by chapter 1 to the extent such 
information is available, and 

"(vi) the amounts excluded from such tax
payer's gross income by sections 931 and 933 
to the extent such information is available. 

" (B) RESTRICTION ON USE OF DISCLOSED IN
FORMATION.-Return information disclosed 
under subparagraph (A) may be used by offi
cers and employees of the Health Care Fi
nancing Administration only for the pur
poses of, and to the extent necessary in, es
tablishing the appropriate monthly premium 
under section 1839 of the Social Security 
Act." 

(2) CONFORMING AMENDMENT.-Paragraphs 
(3)(A) and (4) of section 6103(p) of such Code 
are each amended by striking "or (15)" each 
place it appears and inserting "(15), or (16)". 
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(d) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

subsections (a) and (b) shall apply to the 
monthly premium under section 1839 of . the 
Social Security Act for months beginning 
with January 1998. 

(2) INFORMATION FOR PRIOR YEARS.-The 
Secretary of Health and Human Services 
may request information under section 
6013(1)(16) of the Social Security Act (as 
added by subsection (c)) for taxable years be
ginning after December 31, 1994. 
SEC. 5543. DEMONSTRATION PROJECT ON IN

COME-RELATED PART B DEDUCT
IBLE. 

(a) ESTABLISHMENT OF PROJECT.-
(1) IN GENERAL.-Notwithstanding any 

other provision of law, the Secretary of 
Health and Human Services (in this section 
referred to as the "Secretary") shall conduct 
a demonstration project (in this section re
ferred to as the " project") in which individ
uals otherwise responsible for an income-re
lated premium by reason of section 1839(h) of 
the Social Security Act (42 U.S.C. 1395r(h)) 
(as added by section 5542 of this Act) would 
instead be responsible for an income-related 
deductible using the same income limits and 
administrative procedures provided for in 
such section 1839(h). 

(2) SITES.-The Secretary shall conduct the 
project in a representative number of sites 
and shall include a sufficient number of indi
viduals in the project to ensure that the 
project produces statistically satisfactory 
findings. 

(3) PARTICIPATION.-
(A) IN GENERAL.-Participation in the 

project shall be on a voluntary basis. 
(B) MEDIGAP.-No individual shall be eligi

ble to participate in the project if such indi
vidual is covered under a medicare supple
mental policy under section 1882 of the So
cial Security Act (42 U.S.C. 1395ss). 

(4) CONSULTATION.- In conducting the 
· project, the Secretary shall consult with ap
propriate organizations and experts. 

(5) DURATION.-The project shall be con
ducted for a period not to exceed 5 years. 

(b) WAIVER AUTHORITY.-The Secretary 
shall waive compliance with the require
ments of titles XI, XVIII, and XIX of the So
cial Security Act (42 U.S.C. 1301 et seq., 1395 
et seq., 1396 et seq.) to such extent and for 
such period as the Secretary determines is 
necessary to conduct the project. 

(C) REPORTS TO CONGRESS.-
(1) IN GENERAL.-Not later than 2 and 5 

years after the date of enactment of this 
Act, and biannually thereafter, the Sec
retary shall submit to Congress a report re
garding the project. 

(2) CONTENTS OF REPORT.- The reports in 
paragraph (1) shall include the following: 

(A) A description of the demonstration 
projects conducted under this section. 

(B) A description of the utilization and 
health care status of individuals partici
pating in the project. 

(C) Any other information regarding the 
project that the Secretary determines to be 
appropriate. 
SEC. 5544. LOW-INCOME MEDICARE BENEFICIARY 

BLOCK GRANT PROGRAM. 
(a) IN GENERAL.-Title XVIII (42 u.s.c. 1395 

et seq.), as amended by section 5047, is 
amended by adding at the end the following: 

"LOW-INCOME MEDICARE BENEFICIARY BLOCK 
GRANT PROGRAM 

"SEC. 1898. (a) ESTABLISHMENT.- The Sec
retary shall establish a program to award 
block grants to States for the payment of 
medicare cost sharing described in section 
1905(p)(3)(A)(ii) on behalf of eligible low-in
come medicare beneficiaries. 

"(b) APPLICATION.-To be eligible to re
ceive a block grant under this section, a 
State shall prepare and submit to the Sec
retary an application at such time, in such 
manner, and containing such information as 
the Secretary may require. 

"(c) PAYMENTS.-
"(1) AMOUNT OF GRANT.-From amounts ap

propriated under subsection (d) for a fiscal 
year, the Secretary shall award a grant to 
each State with an application approved 
under subsection (b), in an amount that 
bears the same ratio to such amounts as the 
total number of eligible low-income medi
care beneficiaries in the State bears to the 
total number of eligible low-income medi
care beneficiaries in all States. 

"(2) 100 PERCENT FMAP.-Notwithstanding 
section 1905(b), the Federal medical assist
ance percentage for any State that receives 
a grant under this section shall be 100 per
cent. 

"(d) APPROPRIATIONS.-
"(l) IN GENERAL.- The Secretary is author

ized to transfer from the Federal Supple
mentary Medical Insurance Trust Fund 
under section 1841 for the purpose of carrying 
out this section, an amount equal to $200 
million in FY 1998, $250 million in FY 1999, 
$300 million in FY 2000, $350 million in FY 
2001, and $400 million in FY 2002, to remain 
available without fiscal year limitation. 

"(2) STATE ENTITLEMENT.-This section 
constitutes budget authority in advance of 
appropriations Acts and represents the obli
gation of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this section. 

"(e) DEFINITIONS.-In this section: 
"(1) ELIGIBLE LOW-INCOME MEDICARE BENE

FICIARY.-The term 'eligible low-income 
medicare beneficiary' means an individual 
who is described in 1902(a)(10)(E)(iii) but 
whose family income is greater than or equal 
to 120 percent of the poverty line and does 
not exceed 150 percent of the poverty line for 
a family of the size involved. 

"(2) STATE.-The term ' State ' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands." . 

HUTCHINSON AMENDMENTS NOS. 
43~39 

(Ordered to lie on the table.) 
Mr. HUTCHINSON submitted five 

amendments intended to be proposed 
by him to the bill, S. 947, supra; as fol
lows: 

AMENDMENT NO. 435 
On page 889, line 1, strike " 90" and insert 

"50". 

AMENDMENT NO. 436 
On page 888, strike line 23 and insert the 

following: 
"(VI) Work experience and community 

service programs, including the costs of ad
ministration and operation of such programs 
and benefits provided to participants. 

"(VII) Self-Sufficiency First programs or 
other programs designed to reduce depend
ence by reducing the number of future en
trants into the Temporary Assistance to 
Needy Families program. 

"(ii) REQU1RED BENEFICIARIES.-Except 
with regard to funds expended on activities 
described in subclauses (VI) and (VII) of 
clause (i), an" . 

AMENDMENT NO. 437 
On page 947, between lines 2 and 3, insert 

the following: 
. (n) ADJUSTING THE MATCHING REQUIRE
MENT .- Section 409(a)(7)(B)(ii) ( 42 u. s. c. 
609(a)(7)(B)(ii)) is amended by-

(1) striking " 80" and inserting " 70"; and 
(2) striking " 75" and inserting " 65". 

AMENDMENT NO. 438 
Beginning on page 929, strike line 20 and 

all that follows through line 14, page 930 and 
insert the following: 

(k) CLARIFICATION OF NUMBER OF INDIVID
UALS COUNTED AS PARTICIPATING IN WORK AC
TIVITIES.-Section 407(c)(2) (42 u.s.c. 
607(c)(2)) is amended-

(1) by striking subparagraph (C); and 
(2) in subparagraph (D)-
(A) in the heading, by striking "OR BEING A 

TEEN HEAD OF HOUSEHOLD WHO MAINTAINS SAT
ISFACTORY SCHOOL ATTENDANCE"; and 

(B) by striking " or deemed to be engaged 
in work by reason of subparagraph (C) of this 
paragraph". 

AMENDMENT NO. 439 
Beginning on page 929, strike line 20 and 

all that follows through page 930, line 14 and 
insert the following: 

(1) CLARIFICATION OF NUMBER OF INDIVID
UALS COUNTED AS PARTICIPATING IN WORK AC
TIVITIES.-Section 407 (42 u.s.c. 607) is 
amended-. 

(1) in subsection (c)-
(A) in paragraph (l)(A), by striking "(8)" ; 

and 
(B) in paragraph (2)(D)-
(i) in the heading, by striking "PARTICIPA

TION IN VOCATIONAL EDUCATION ACTIVITIES"; 
and 

(ii) by striking " determined to be engaged 
in work in the State for a month by reason 
of participation in vocational educational 
training or" ; and 

(2) by striking subsection (d)(8). 

KENNEDY (AND MIKULSKI) 
AMENDMENT NO. 440 

Mr. KENNEDY (for himself and Ms. 
MIKULSKI) proposed an amendment to 
the bill, S. 947, supra; as follows: 

On page 1047, between lines 5 and 6, insert 
the following: 
SEC. 6004. MEDICARE MEANS TESTING STAND

ARD APPLICABLE TO SENATORS' 
HEAL TH COVERAGE UNDER THE 
FEHBP. 

(a) PURPOSE.-The purpose of this section 
is to apply the Medicare means testing re
quirements for part B premiums to individ
uals with adjusted gross incomes in excess of 
$100,000 as enacted under section 5542 of this 
Act, to United States Senators with respect 
to their employee contributions under the 
Federal Employees Health Benefits Program. 

(b) IN GENERAL.- Section 8906 of title 5, 
United States Code, is amended by adding at 
the end the following: 

"(j) Notwithstanding any other provision 
of this section, each employee who is a Sen
ator and is paid at an annual rate of pay ex
ceeding $100,000 shall pay the employee con
tribution and the full amount of the Govern
ment contribution which applies under this 
section. The Secretary of the Senate shall 
deduct and withhold the contributions re
quired under this section and deposit such 
contributions in the Employees Health Bene
fits Fund.". 

(c) EFFECTIVE DATE.-This section shall 
take effect on the first day of the first pay 
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period beginning on or after the date of en
actment of this Act. 

GRASSLEY AMENDMENT NO. 441 

(Ordered to lie on the table.) 
Mr. GRASSLEY submitted an 

amendment intended to be proposed by 
him to the bill, S. 947, supra; as fol
lows: 

On page 689, between lines 2 and 3, insert 
the following: 

"(iii) RELIGIOUS CHOICE.-The State, in per
mitting an individual to choose a managed 
care entity under clause (i) shall permit the 
individual to have access to appropriate 
faith-based facilities. With respect to such 
access, the State shall permit an individual 
to select a facility that is not a part of the 
network of the managed care entity if such 
network does not provide access to appro
priate faith-based facilities. A faith-based fa
cility that provides care under this clause 
shall accept the terms and conditions offered 
by the managed care entity to other pro
viders in the network. 

THE CHINA SANCTIONS AND 
HUMAN RIGHTS ADVANCEMENT 
ACT 

COVERDELL (AND ABRAHAM) 
AMENDMENT NO. 442 

(Ordered referred to the Committee 
on Foreign Relations.) 

Mr. COVERDELL (for himself and 
Mr. ABRAHAM) submitted an amend
ment intended to be proposed by them 
to the bill, S. 810, to impose certain 
sanctions on the People's Republic of 
China, and for other purposes; as fol
lows: 

On page 18, below line 2, add the following: 
SEC. 8. TRANSFERS OF SENSITIVE EQUIPMENT 

AND TECHNOLOGY BY THE PEOPLE'S 
REPUBLIC OF CHINA 

(a) FINDINGS.-Congress makes the fol
lowing findings: 

(1) Credible allegations exist that the Peo
ple's Republic of China has transferred 
equipment and technology as follows: 

(A) Gyroscopes, accelerometers, and test 
equipment for missiles to Iran. 

(B) Chemical weapons equipment and tech
nology to Iran. 

(C) Missile guidance systems and comput
erized machine tools to Iran. 

(D) Industrial furnace equipment and high 
technology diagnostic equipment to a nu
clear facility in Pakistan. 

(E) Blueprints and equipment to manufac
ture M-11 missiles to Pakistan. 

(F) M-11 missiles and components to Paki
stan. 

(2) The Department of State has failed to 
determine whether most such transfers vio
late provisions of relevant United States and 
Executive orders relating to the prolifera
tion of sensitive equipment and technology, 
including the Arms Export Control Act, the 
Nuclear Proliferation Prevention Act of 1994, 
the Export Administration Act of 1979, the 
Export-Import Bank Act of 1945, and the 
Iran-Iraq Arms Non~Proliferation Act of 1992, 
and Executive Order 12938. 

(3) Where the Department of State has 
made such determinations, it has imposed 
the least onerous form of sanction, which 
significantly weakens the intended deterrent 

effect of the sanctions provided for in such 
laws. 

(4) The Clinton Administration decided not 
to impose sanctions on the People's Republic 
of China for its transfer of C-802 anti-ship 
cruise missiles to Iran, finding that the 
transfer was not "destabilizing" . 

(5) That finding is contrary to the judg
ment of the commander of the United States 
Fifth Fleet, elements of which are frequently 
deployed in and around the Persian Gulf. 

(6) Despite the fact that officials of the 
People's Republic of China were responsible 
for the sale to Pakistan of specialized ring 
magnets, which are used to enrich uranium 
for use in nuclear weapons, the Clinton Ad
ministration did not impose sanctions on ei
ther the People's Republic of China or Paki
stan for such sale, even though sanctions are 
required for such sale under law. 

(b) SENSE OF CONGRESS.-lt is the sense of 
Congress that-

(1) the transfers of equipment and tech
nology by the People's Republic of China de
scribed in subsection (a)(l) pose a threat to 
the national security interests of the United 
States; 

(2) the failure of the Clinton Administra
tion to initiate a formal process to deter
mine whether to impose sanctions for such 
transfers under United States laws intended 
to halt the proliferation of sensitive equip
ment and technology contributes to the 
threat posed to the national security inter
ests of the United States by the proliferation 
of such equipment and technology; and 

(3) the President should immediately ini
tiate the procedures necessary to determine 
whether sanctions should be imposed under 
United States law for such transfers. 

(c) REPORT.-Not later than 60 days after 
the date of enactment of this Act, the Presi
dent shall submit to Congress a report, in 
both classified and unclassified form, setting 
forth-

(1) the date, if any, of the commencement 
and of the conclusion of each formal process 
conducted by the Department of State to de
termine whether to impose sanctions for 
each transfer described in subsection (a)(l); 

(2) the facts providing the basis for each 
determination not to impose sanctions on 
the Government of the People 's Republic of 
China, or entities within or having a rela
tionship with that government, for each 
transfer, and the legal analysis supporting 
such determinations; and 

(3) a schedule for initiating a formal proc
ess described in paragraph (10 for each trans
fer not yet addressed by such formal process 
and an explanation for the failure to com
mence such formal process with respect to 
such transfer before the date of the report. 

THE BALANCED BUDGET ACT OF 
1997 

JEFFORDS AMENDMENT NO. 443 
(Ordered to lie on the table.) 
Mr. JEFFORDS submitted an amend

ment intended to be proposed by him 
to the bill, S. 947, supra; as follows: 

At the end of section 1839(h) of the Social 
Security Act, as added by section 5542(a) of 
the bill, strike the end quotation marks and 
insert the following: 

"(7) UPDATE.- The Secretary shall adjust 
annually (after 1998) the dollar amount set 
forth-

"(A) in paragraph (5)(B)(i) under proce
dures providing for adjustments in the same 

manner and to the same extent as adjust
ments are provided for under the procedures 
used to adjust benefit amounts under section 
215(i)(2)(A), except that any amount so ad
justed that is not a multiple of $100 shall be 
rounded to the nearest lowest multiple of 
$100; and 

"(B) in paragraph (5)(B)(ii) to an amount 
that is equal to 150 percent of . the dollar 
amount set forth in paragraph (5)(B)(i) after 
the adjustment made in subparagraph (A).". 

GRAMM AMENDMENT NO. 444 

Mr. GRAMM proposed an amendment 
to the bill, S. 947, supra; as follows: 

On page 947, between lines 2 and 3, insert 
the following: 

(n) FAILURE To SATISFY MINIMUM PARTICI
PATION RATES.-Section 409(a)(3) (42 u.s.c. 
609(a)(3)) is amended-

(1) in subparagraph (A), by striking " not 
more than''; and 

(2) in subparagraph (C), by inserting before 
the period the following: " or in the non
compliance is due to extraordinary cir
cumstances such as a natural disaster or re
gional recession. The Secretary shall provide 
a written report to Congress to justify any 
waiver or penalty reduction due to such ex
traordinary circumstances". 

REED AMENDMENT NO. 445 
Mr. REED proposed an amendment to 

the bill, S. 947, supra; as follows: 
Strike division 1 of title V and insert the 

following: 
DIVISION I-MEDICARE 

Subtitle A-Medicare Choice Program 
CHAPTER I-MEDICARE CHOICE 

PROGRAM 
SEC. 5001. ESTABLISHMENT OF MEDICARE 

CHOICE PROGRAM. 
Title XVIII is amended by redesignating 

part C as part D and by inserting ;tfter part 
B the following new part: 

"PART C-MEDICARE CHOICE PROGRAM 
''ELIGIBILITY, ELECTION, AND ENROLLMENT 
" SEC. 1851. (a) CHOICE OF MEDICARE BENE

FITS THROUGH MEDICARE CHOICE PLANS.-
"(l) IN GENERAL.-Subject to the provisions 

of this section, each Medicare Choice eligible 
individual (as defined in paragraph (3)) is en
titled to elect to receive benefits under this 
title-

"(A) throug·h the traditional medicare fee
for-service program under parts A and B, or 

"(B) through enrollment in a Mep.icare 
Choice plan under this part. 

"(2) TYPES OF MEDICARE CHOICE PLANS THAT 
MA y BE A VAILABLE.-A Medicare Choice plan 
may be any of the following types of plans of 
health insurance: 

"(A) FEE-FOR-SERVICE PLANS.-A plan that 
reimburses hospitals, physicians, and other 
providers on the basis of a privately deter
mined fee schedule or other basis. 

"(B) PLANS OFFERED BY PREFERRED PRO
VIDER ORGANIZATIONS.-A Medicare Choice 
plan offered by a preferred provider organiza
tion. 

"(C) POINT OF SERVICE PLANS.-A point of 
service plan. 

"(D) PLANS OFFERED BY PROVIDER-SPON
SORED ORGANIZATION.-A Medicare Choice 
plan offered by a provider-sponsored organi
zation, as defined in section 1855(e). 

"(E) PLANS OFFERED BY HEALTH MAINTE
NANCE ORGANIZATIONS.- A Medicare Choice 
plan offered by a health maintenance organi
zation. 
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"(F) OTHER HEALTH CARE PLANS.-Any 

other private plan for the delivery of health 
care items and services that is not described 
in a preceding· subparagraph. 

"(3) MEDICARE CHOICE ELIGIBLE INDI
VIDUAL.-

" (A) IN GENERAL.-In this title, subject to 
subparagraph (B), the term 'Medicare Choice 
eligible individual ' means an individual who 
is entitled to benefits under part A and en
rolled under part B. 

" (B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.- Such term shall not include an in
dividual medically determined to have end
stage renal disease, except that an individual 
who develops end-stage renal disease while 
enrolled in a Medicare Choice plan may con
tinue to be enrolled in that plan. 

" (b) Residence requirement.-
" (!) IN GENERAL.-Except as the Secretary 

may otherwise provide, an individual is eligi
ble to elect a Medicare Choice plan offered 
by a Medicare Choice organization only if 
the plan serves the geographic area in which 
the individual resides. 

"(2) CONTINUATION OF ENROLLMENT PER
MITTED.-Pursuant to rules specified by the 
Secretary, the Secretary shall provide that 
an individual may continue enrollment in a 
plan, notwithstanding that the individual no 
longer resides in the service area of the plan, 
so long as the plan provides benefits for en
rollees located in the area in which the indi
vidual resides. 

"(c) PROCESS FOR EXERCISING CHOICE.-
" (l) IN GENERAL.- The Secretary shall es

tablish a process through which elections de
scribed in subsection (a) are made and 
changed, including the form and manner in 
which such elections are made and changed. 
Such elections shall be made or changed as 
provided in subsection (e) and shall become 
effective as provided in subsection (f) . 

" (2) COORDINATION THROUGH MEDICARE 
CHOICE ORGANIZATIONS.-

" (A) ENROLLMENT.-Such process shall per
mit an individual who wishes to elect a 
Medicare Choice plan offered by a Medicare 
Choice organization to make such election 
through the filing of an appropriate election 
form with the organization. 

" (B) DISENROLLMENT.- Such process shall 
permit an individual, who has elected a 
Medicare Choice plan offered by a Medicare 
Choice organization and who wishes to ter
minate such election, to terminate such 
election through the filing of an appropriate 
election form with the organization. 

" (3) DEFAULT.-
' '(A) INITIAL ELECTION.-
" (1) IN GENERAL.- Subject to clause (ii), an 

individual who fails to make an election dur
ing an initial election period under sub
section (e)(l) is deemed to have chosen the 
traditional medicare fee-for-service program 
option. 

"(ii) SEAMLESS CONTINUATION OF COV
ERAGE.-The Secretary may establish proce
dures under which an individual who is en
rolled in a health plan (other than Medicare 
Choice plan) offered by a Medicare Choice or
ganization at the time of the initial election 
period and who fails to elect to receive cov
erage other than through the organization is 
deemed to have elected the Medicare Choice 
plan offered by the organization (or, if the 
organization offers more than one such plan, 
such plan or plans as the Secretary identifies 
under such procedures). 

" (B) CONTINUING PERIODS.- An individual 
who has made (or is deemed to have made) 
an election under this section is considered 
to have continued to make such election 
until such time as-

"(1) the individual changes the election 
under this section, or 

"(ii) the Medicare Choice plan with respect 
to which such election is in effect is discon
tinued. 

" (d) PROVIDING INFORMATION TO PROMOTE 
INFORMED CHOICE.-

"(l) IN GENERAL.-The Secretary shall pro
vide for activities under this subsection to 
broadly disseminate information to medicare 
beneficiaries (and prospective medicare 
beneficiaries) on the coverage options pro
vided under this section in order to promote 
an active, informed selection among such op
tions. 

' '(2) PROVISION OF NOTICE.-
"(A) OPEN SEASON NOTIFICATION.-At least 

15 days before the beginning of each annual, 
coordina ted election period (as defined in 
subsection (e)(3)(B)), the Secretary shall 
mail to each Medicare Choice eligible indi
vidual r esiding in an area the following: 

"(i) GENERAL INFORMATION.-The general 
information described in paragraph (3). 

"(ii) LIST OF PLANS AND COMPARISON OF 
PLAN OPTIONS.-A list identifying the Medi
care Choice plans that are (or will be) avail
able to residents of the area and information 
described in paragraph ( 4) concerning such 
plans. Such information shall be presented in 
a comparative, chart-like form. 

" (iii) ADDITIONAL INFORMATION.-Any other 
information that the Secretary determines 
will assist the individual in making the elec
tion under this section. 
The mailing of such information shall be co
ordinated with the mailing of any annual no
tice under section 1804. 

"(B) NOTIFICATION TO NEWLY MEDICARE 
CHOICE BLIGIBLE INDIVIDUALS.-To the extent 
practicable, the Secretary shall, not later 
than 30 days before the beginning of the ini
tial Medicare Choice enrollment period for 
an individual described in subsection 
(e)(l)(A), mail to the individual the informa
tion described in subparagraph (A). 

"(C) FORM.-The information disseminated 
under this paragraph shall be written and 
formatted using language that is easily un
derstandable by medicare beneficiaries. 

" (D) PERIODIC UPDATING.-The information 
described in subparagraph (A) shall be up
dated on at least an annual basis to reflect 
changes in the availability of Medicare 
Choice plans and the benefits and net month
ly premiums for such plans. 

" (3) GENERAL INFORMATION.- General infor
mation under this paragraph, with respect to 
coverage under this part during a year, shall 
include the following: 

"(A) BENEFITS UNDER TRADITIONAL MEDI
CARE FEE-FOR-SERVICE PROGRAM OPTION.-A 
general description of the benefits covered 
under the traditional medicare fee-for-serv
ice program under parts A and B, including-

" (1) covered items and services, 
"(ii) beneficiary cost sharing, such as 

deductibles, coinsurance, and copayment 
amounts, and 

"(iii) any beneficiary liability for balance 
billing. 

" (B) PART B PREMIUM.-The part B pre
mium r a tes that will be charged for part B 
coverage. 

" (C) ELECTION PROCEDURES.- Information 
and instructions on how to exercise election 
options under this section. 

" (D) RIGHTS.- A general description of pro
cedural rights (including grievance and ap
peals procedures) of beneficiaries under the 
traditional medicare fee-for-service program 
and the Medicare Choice program and the 
right to be protected against discrimination 

based on health status-related factors under 
section 1852(b). 

"(E) INFORMATION ON MEDIGAP AND MEDI
CARE SELECT.-A general description of the 
benefits, enrollment rights, and other re
quirements applicable to medicare supple
mental policies under section 1882 and provi
sions relating to medicare select policies de
scribed in section 1882(t). 

" (F) POTENTIAL FOR CONTRACT TERMI
NATION.-The fact that a Medicare Choice or
ganization may terminate or refuse to renew 
its contract under this part and the effect 
the termination or nonrenewal of its con
tract may have on individuals enrolled with 
the Medicare Choice plan under this part. 

" (4) INFORMATION COMPARING PLAN OP
TIONS.-Information under this paragraph, 
with respect to a Medicare Choice plan for a 
year, shall include the following: 

" (A) BENEFITS.-The benefits covered 
under the plan, including-

" (i) covered items and services beyond 
those provided under the traditional medi
care fee-for-service program, 

" (ii) any beneficiary cost sharing, and 
"(iii) any maximum limitations on out-of

pocket expenses. 
"(B) PREMIUMS.- The net monthly pre

mium, if any, for the plan. 
" (C) SERVICE AREA.-The service area of 

the plan. 
" (D) QUALITY AND PERFORMANCE.- To the 

extent available, plan quality and perform
ance indicators for the benefits under the 
plan (and how they compare to such indica
tors under the traditional medicare fee-for
service program under parts A and B in the 
area involved), including-

" (i) disenrollment rates for medicare en
rollees electing to receive benefits through 
the plan for the previous 2 years (excluding 
disenrollment due to death or moving out
side the plan's service area), 

" (ii) information on medicare enrollee sat
isfaction, 

" (iii) information on health outcomes, 
" (iv) the extent to which a medicare en

rollee may select the health care provider of 
their choice, including health care providers 
within the plan's network and out-of-net
work health care providers (if the plan cov
ers out-of-network items and services) , and 

" (v) an indication of medicare enrollee ex
posure to balance billing and the restrictions 
on coverage of items and services provided to 
such enrollee by an out-of-network health 
care provider. 

"(E) SUPPLEMENTAL BENEFITS OPTIONS.
Whether the organization offering the plan 
offers optional supplemental benefits and the 
terms and conditions (including premiums) 
for such coverage. 

"(F) PHYSICIAN COMPENSATION .- An overall 
summary description as to the method of 
compensation of participating physicians. 

" (5) MAINTAINING A TOLL-FREE NUMBER AND 
INTERNET SITE.-The Secretary shall main
tain a toll-free number for inquiries regard
ing Medicare Choice options and the oper
ation of this part in all areas in which Medi
care Choice plans are offered and an Internet 
site through which individuals may elec
tronically obtain information on such op
tions and Medicare Choice plans. 

" (6) USE OF NON-FEDERAL ENTITIES.- The 
Secretary may enter into contracts with 
non-Federal entities to carry out activities 
under this subsection. 

" (7) PROVISION OF INFORMATION.-A Medi
care Choice organization shall provide the 
Secretary with such information on the or
ganization and each Medicare Choice plan it 
offers as may be required for the preparation 
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of the information referred to in paragraph 
(2)(A). 

"(8) COORDINATION WITH STATES.-The Sec
retary shall coordinate with States to the 
maximum extent feasible in developing and 
distributing information provided to bene
ficiaries. 

"(e) COVERAGE ELECTION PERIODS.-
"(l) INITIAL CHOICE UPON ELIGIBILITY TO 

MAKE ELECTION IF MEDICARE CHOICE PLANS 
AVAILABLE TO INDIVIDUAL.-If, at the time an 
individual first becomes entitled to benefits 
under part A and enrolled under part B, 
there is one or more Medicare Choice plans 
offered in the area in which the individual 
resides, the individual shall make the elec
tion under this section during a period speci
fied by the Secretary such that if the indi
vidual elects a Medicare Choice plan during 
the period, coverage under the plan becomes 
effective as of the first date on which the in
dividual may receive such coverage. 

"(2) OPEN ENROLLMENT AND DISENROLLMENT 
OPPORTUNITIES.-A Medicare Choice eligible 
individual may change the election under 
subsection (a)(l) at any time, except that 
such individual may only enroll in a Medi
care Choice plan which has an open· enroll
ment period in effect at that time. 

"(3) ANNUAL, COORDINATED ELECTION PE
RIOD.-

"(A) IN GENERAL.-Subject to paragraph 
(5), a Medicare Choice eligible individual 
may change an election under subsection 
(a)(l) during an annual, coordinated .election 
period. 

"(B) ANNUAL, COORDINATED ELECTION PE
RIOD.-For purposes of this section, the .term 
'annual, coordinated election period' means, 
with respect to a calendar year (beginning 
with 1998), the month of November before 
such year. 

"(C) MEDICARE CHOICE HEAL'l'H INFORMATION 
FAIRS.-In the month of November of each 
year (beginning with 1997), the Secretary 
shall provide for a nationally coordina,ted 
educational and publicity campaign to in
form Medicare Choice eligible individuals 
about Medicare Choice plans and the elec
tion process provided under this section. 

"(4) SPECIAL ELECTION PERIODS.-A Medi
care Choice individual may make a new elec
tion under this section if---

"(A) the organization's or plan's certifi
cation under this part has been terminated 
or the organization has terminated or other
wise discontinued providing the plan; 

"(B) the individual is no longer eligible to 
elect the plan because of a change in the in
dividual's place of residence or other change 
in circumstances (specified by the Secretary, 
but not including termination of the individ
ual's enrollment on the basis described in 
clause (i) or (ii) subsection (g)(3)(B)); 

"(C) the individual demonstrates (in ac
cordance with guidelines established by the 
Secretary) that---

"(i) the organization offering the plan sub
stantially violated a material provision of 
the organization's contract under this part 
in relation to the individual (including the 
failure to provide an enrollee on a timely 
basis medically necessary care for which 
benefits are available under the plan or the 
failure to provide such covered care in ac
cordance with applicable quality standards); 
or 

"(ii) the organization (or an agent or other 
entity acting on the organization's behalf) 
materially misrepresented the plan's provi
sions in marketing the plan to the indi
vidual; or 

"(D) the individual meets such other ex
ceptional conditions as the Secretary may 
provide. 

"(5) OPEN ENROLLMENT PERIODS.---A Medi
care Choice organization-

"(A) shall accept elections or changes to 
elections described in paragraphs (1), (3), and 
( 4) during the periods prescribed in such 
paragTaphs, and 

"(B) may accept other changes to elections 
at such other times as the organization pro
vides. 

"(f) EFFECTIVENESS OF ELECTIONS AND 
CHANGES OF ELECTIONS.-

" (l) DURING INITIAL COVERAGE ELECTION PE
RIOD .- An election of coverage made during 
the initial coverage election period under 
subsection (e)(l)(A) shall take effect upon 
the date the individual becomes entitled to 
benefits under part A and enrolled under 
part B, except as the Secretary may provide 
(consistent with section 1838) in order to pre
vent retroactive coverage. 

"(2) DURING CONTINUOUS OPEN ENROLLMENT 
PERIODS.-An election or change of coverag·e 
made under subsection (e)(2) shall take effect 
with the first day of the first calendar month 
following the date on which the election is 
made. 

"(3) ANNUAL, COORDINATED ELECTION PE
RIOD.-An election or change of coverage 
made during an annual, coordinated election 
period (as defined in subsection (e)(3)(B)) in a 
year shall take effect as of the first day of 
the following year unless the individual 
elects to have it take effect on December 1 of 
the election year. 

"(4) OTHER PERIODS.-An election or 
change of coverage made during any other 
period under subsection (e)(4) shall take ef
fect in such manner as the Secretary pro
vides in a manner consistent (to the extent 
practicable) with protecting continuity of 
health benefit coverage. 

"(g·) GUARANTEED ISSUE AND RENEWAL.
"(l) IN GENERAL.-Except as provided in 

this subsection, a Medicare Choice organiza
tion shall provide that at any time during 
which elections are accepted under this sec
tion with respect to a Medicare Choice plan 
offered by the organization, the organization 
will accept without restrictions individuals 
who are eligible to make such election. 

"(2) PRIORITY.-If the Secretary determines 
that a Medicare Choice organization, in rela
tion to a Medicare Choice plan it offers, has 
a capacity limit and the number of Medicare 
Choice eligible individuals who elect the 
plan under this section exceeds the capacity 
limit, the organization may limit the elec
tion of individuals of the plan under this sec
tion but only if priority in election is pro
vided-

"(A) first to such individuals as have elect
ed the plan at the time of the determination, 
and 

"(B) then to other such individuals in such 
a manner that does not discriminate, on a 
basis described in section 1852(b), among the 
individuals (who seek to elect the plan). 
The preceding sentence shall not apply if it 
would result in the enrollml;lnt of enrollees 
substantially nonrepresentative, as deter
mined in accordance with regulations of the 
Secretary, of the medicare population in the 
service area of the plan. 

"(3) LIMITATION ON TERMINATION OF ELEC
TION.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), a Medicare Choice organization may not 
for any reason terminate the election of any 
individual under this section for a Medicare 
Choice plan it offers. 

"(B) BASIS FOR TERMINATION OF ELECTION.
A Medicare Choice organization may termi
nate an individual's election under this sec-

ti on with respect to a Medicare Choice plan 
it offers if-

" (i) any net monthly premiums required 
with respect to such plan are not paid on a 
timely basis (consistent with standards 
under section 1856 that provide for a grace 
period for late payment of net monthly pre
miums), 

"(ii) the individual has engaged in disrup
tive behavior (as specified in such stand
ards), or 

"(iii) the plan is terminated with respect 
to all individuals under this part in the area 
in which the individual resides. 

"(C) CONSEQUENCE OF TERMINA'rION.-
"(i) TERMINATIONS FOR CAUSE.-Any indi

vidual whose election is terminated under 
clause (i) or (ii) of subparagraph (B) is 
deemed to have elected the traditional medi- . 
care fee-for-service program option described 
in subsection (a)(l)(A). 

" (ii) TERMINATION BASED ON PLAN TERMI
NATION OR SERVICE AREA REDUCTION.-Any in
dividual whose election is terminated under 
subparagraph (B)(iii) shall have a special 
election period under subsection (e)(4)(A) in 
which to change coverage to coverage under 
another Medicare Choice plan. Such an indi
vidual who fails to make an election during 
such period is deemed to have chosen to 
change coverage to the traditional medicare 
fee-for-service program option described in 
subsection (a)(l)(A). 

"(D) ORGANIZATION OBLIGATION WITH RE
SPECT TO ELECTION FORMS.-Pursuant to a 
contract under section 1857, each Medicare 
Choice organization receiving an election 
form under subsection (c)(3) shall transmit 
to the Secretary (at such time and in such 
manner as the Secretary may specify) a copy 
of such form or such other information re
specting the election as the Secretary may 
specify. 

"(h) APPROVAL OF MARKETING MATERIAL 
AND APPLICATION FORMS.-

" (l) SUBMISSION.-No marketing material 
or application form may be distributed by a 
Medicare Choice organization to (or for the 
use of) Medicare Choice eligible individuals 
unless---

"(A) at least 45 days before the date of dis
tribution the organization has submitted the 
material or form to the Secretary for review, 
and 

"(B) the Secretary has not disapproved the 
distribution of such material or form. 

"(2) REvrnw.-The standards established 
under section 1856 shall include guidelines 
for the review of any material or form sub
mitted and under such guidelines the Sec
retary shall disapprove (or later require the 
correction of) such material or form if the 
material or form is materially inaccurate or 
misleading or otherwise makes a material 
misrepresen ta ti on. 

"(3) DEEMED APPROVAL (}-STOP SHOPPING).
In the case of material or form that is sub
mitted under paragraph (l)(A) to the Sec
retary or a regional office of the Department 
of Health and Human Services and the Sec
retary or the office has not disapproved the 
distribution of marketing material or form 
under paragraph (l)(B) with respect to a 
Medicare Choice plan in an area, the Sec
retary is deemed not to have disapproved 
such distribution in all other areas covered 
by the plan and org·anization except to the 
extent that such material or form is specific 
only to an area involved. 

"(4) PROHIBITION OF CERTAIN MARKETING 
PRACTICES.-Each Medicare Choice organiza
tion shall conform to fair marketing stand
ards, in relation to Medicare Choice plans of
fered under this part, included in the stand
ards established under section 1856. 
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''(i) EFFECT OF ELECTION OF MEDICARE 

CHOICE PLAN OPTION.-Subject to sections 
1852(a)(5) and 1857(f)(2)-

"(1) payments ·under a contract with a 
Medicare Choice organization under section 
1853(a) with respect to an individual electing 
a Medicare Choice plan offered by the orga
nization shall be instead of the amounts 
which (in the absence of the contract) would 
otherwise be payable under parts A and B for 
items and services furnished to the indi
vidual, and 

"(2) subject to subsections (e) and (g) of 
section 1853, only the Medicare Choice orga
nization shall be entitled to receive pay
ments from the Secretary under this title for 
services furnished to the individual. 

''BENEFITS AND BENEFICIARY PROTECTIONS 

"SEC. 1852. (a) BASIC BENEFITS.-
"(!) IN GENERAL.-Each Medicare Choice 

plan shall provide to members enrolled under 
this part, through providers and other per
sons that meet the applicable requirements 
of this title and part A of title XI-

"(A) those items and services for which 
benefits are available under parts A and B to 
individuals residing in the area served by the 
plan, and 

"(B) additional benefits required under sec
tion 1854(f)(l)(A). 

"(2) SUPPLEMENTAL BENEFITS.-
"(A) BENEFITS INCLUDED SUBJECT TO SEC

RETARY 'S APPROVAL.-Each Medicare Choice 
organization may provide to individuals en
rolled under this part (without affording 
those individuals an option to decline the 
coverage) supplemental health care benefits 
that the Secretary may approve. The Sec
retary shall approve any such supplemental 
benefits unless the Secretary determines 
that including such supplemental benefits 
would substantially discourage enrollment 
by Medicare Choice eligible individuals with 
the organization. 

"(B) AT ENROLLEES' OPTION.-A Medicare 
Choice organization may provide to individ
uals enrolled under this part supplemental 
health care benefits that the individuals may 
elect, at their option, to have covered. 

"(3) ORGANIZATION AS SECONDARY PAYER.
Notwithstanding any other provision of law, 
a Medicare Choice organization may (in the 
case of the provision of items and services to 
an individual under a Medicare Choice plan 
under circumstances in which payment 
under this title is made secondary pursuant 
to section 1862(b)(2)) charge or authorize the 
provider of such services to charge, in ac
cordance with the charges allowed under a 
law, plan, or policy described in such sec
tion-

"(A) the insurance carrier, employer, or 
other entity which under such law, plan, or 
policy is to pay for the provision of such 
services, or 

"(B) such individual to the extent that the 
individual has been paid under such law, 
plan, or policy for such services. 

"(4) NATIONAL COVERAGE DETERMINA
TIONS.-If there is a national coverage deter
mination made in the period beginning on 
the date of an announcement under section 
1853(b) and ending on the date of the next an
nouncement under such section and the Sec
retary projects that the determination will 
result in a significant change in the costs to 
a Medicare Choice organization of providing 
the benefits that are the subject of such na
tional coverage determination and that such 
change in costs was not incorporated in the 
determination of the annual Medicare Choice 
capitation rate under section 1853 included in 
the announcement made at the beginning of 

such period, then, unless otherwise required 
by law-

"(A) such determination shall not apply to 
contracts under this part until the first con
tract year that begins after the end of such 
period, and 

"(B) if such coverage determination pro
vides for coverage of additional benefits or 
coverage under additional circumstances, 
section 1851(i) shall not apply to payment for 
such additional benefits or benefits provided 
under such additional circumstances until 
the first contract year that begins after the 
end of such period. 

"(b) ANTIDISCRIMINATION.
"(l) BENEFICIARIES.-
"(A) IN GENERAL.-A Medicare Choice orga

nization may not deny, limit, or condition 
the coverage or provision of benefits under 
this part, for individuals permitted to be en
rolled with the organization under this part, 
based on any health status-related factor de
scribed in section 2702(a)(l) of the Public 
Health Service Act. 

"(B) CONSTRUCTION.-Subparagraph (A) 
shall not be construed as requiring a Medi
care Choice organization to enroll individ
uals who are determined to have end-stage 
renal disease, except as provided under sec
tion 1851(a)(3)(B). 

"(2) PROVIDERS.-A Medicare Choice orga.:. 
nization shall not discriminate with respect 
to participation, reimbursement, or indem
nification as to any provider who is acting 
within the scope of the provider's license or 
certification under applicable State law, 
solely on the basis of such license or certifi
cation. This paragraph shall not be con
strued to prohibit a plan from including pro
viders only to the extent necessary to meet 
the needs of the plan's enrollees or from es
tablishing any measure desig·ned to maintain 
quality and control costs consistent with the 
responsibilities of the plan. 

" (C) DISCLOSURE REQUIREMENTS.-
"(!) DETAILED DESCRIPTION OF PLAN PROVI

SIONS.-A Medicare Choice organization shall 
disclose , in clear, accurate, and standardized 
form to each enrollee with a Medicare Choice 
plan offered by the organization under this 
part at the time of enrollment and at least 
annually thereafter, the following informa
tion regarding such plan: 

"(A) SERVICE AREA.-The plan's service 
area. 

"(B) BENEFITS.-Benefits offered under the 
plan, including information described in sec
tion 1851(d)(3)(A) and exclusions from cov
erage. 

"(C) ACCESS.-The number, mix, and dis
tribution of plan providers. 

''(D) OUT-OF'-AREA COVERAGE.-Out-of-area 
coverage provided by the plan. 

"(E) EMERGENCY COVERAGE.-Coverage of 
emergency services and urgently needed 
care, including-

"(i) the appropriate use of emergency serv
ices, including use of the 911 telephone sys
tem or its local equivalent in emergency sit
uations and an explanation of what con
stitutes an emergency situation; 

"(ii) the process and procedures of the plan 
for obtaining emergency services; and 

"(iii) the locations of (I) emergency depart
ments, and (II) other settings, in which plan 
physicians and hospitals provide emergency 
services and post-stabilization care. 

"(F) SUPPLEMENTAL BENEFITS.- Supple
mental benefits available from the organiza
tion offering the plan, including-

" (i) whether the supplemental benefits are 
optional , 

" (ii) the supplemental benefits covered, 
and 

" (iii) the premium price for the supple
mental benefits. 

"(G) PRIOR AUTHORIZATION RULES.-Rules 
regarding prior authorization or other re
view requirements that could result in non
payment. 

"(H) PLAN GRIEVANCE AND APPEALS PROCE
DURES.-All plan appeal or grievance rights 
and procedures. 

" (I) QUALITY ASSURANCE PROGRAM.-A de
scription of the organization's quality assur
ance program under subsection (e). 

"(J) OUT-OF-NETWORK COVERAGE.-The out
of-network coverage (if any) provided by the 
plan. 

"(2) DISCLOSURE UPON REQUEST.- Upon re
quest of a Medicare Choice eligible indi
vidual, a Medicare Choice organization must 
provide the following information to such in
dividual: 

"(A) The information described in para
graphs (3) and (4) of section 1851(d). 

"(B) Information on utilization review pro
cedures. 

"(d) ACCESS TO SERVICES.-
"(!) IN GENERAL.- A Medicare Choice orga

nization offering a Medicare Choice plan, 
other than an unrestricted fee-for-service 
plan, may select the providers from whom 
the benefits under the plan are provided so 
long as-

" (A) the organization makes such benefits 
available and accessible to each individual 
electing the plan within the plan service 
area with reasonable promptness and in a 
manner which assures continuity in the pro
vision of benefits; 

"(B) when medically necessary the organi
zation makes such benefits available and ac
cessible 24 hours a day and 7 days a week; 

"(C) the plan provides for reimbursement 
with respect to services which are covered 
under subparagraphs (A) and (B) and which 
are provided to such an individual other than 
through the organization, if-

" (i) the services were medically necessary 
and immediately required because of an un
foreseen illness, injury, or condition, and it 
was not reasonable given the circumstances 
to obtain the services through the organiza
tion, or 

"(ii) the services were renal dialysis serv
ices and were provided other than through 
the organization because the individual was 
temporarily out of the plan's service area; 

"(D) the organization provides access to 
appropriate providers, including credentialed 
specialists, for medically necessary treat
ment and services; 

"(E) coverage is provided for emergency 
services (as defined in paragraph (3)) without 
regard to prior authorization or the emer
gency care provider's contractual relation
ship with the organization; and 

" (F) except as provided by the Secretary 
on a case-by-case basis, the organization pro
vides primary care services within 30 min
utes or 30 miles from an enrollee's place of 
residence if the enrollee resides in a rural 
area. 

" (2) GUIDELINES RESPECTING COORDINATION 
OF POST-STABILIZATION CARE.-

"(A) IN GENERAL.-A Medicare Choice plan 
shall comply with such guidelines as the Sec
retary shall prescribe relating to promoting 
efficient and timely coordination of appro
priate maintenance and post-stabilization 
care of an enrollee after the enrollee has 
been determined to be stable under section 
1867. 

"(B) CONTENT OF GUIDELINES.-The guide
lines prescribed under subparagraph (A) shall 
provide that-
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"(i) a provider of emergency services shall 

make a documented good faith effort to con
tact the plan in a timely fashion from the 
point at which the individual is stabilized to 
request approval for medically necessary 
post-stabilization care, 

"(ii) the plan shall respond in a timely 
fashion to the initial contact with the plan 
with a decision as to whether the services for 
which approval is requested will be author
ized, and 

" (iii) if a denial of a request is commu
nicated, the plan shall, upon request from 
the treating physician, arrange for a physi
cian who is authorized by the plan to review 
the denial to communicate directly with the 
treating physician in a timely fashion. 

"(3) DEFINITION OF EMERGENCY SERVICES.
In this subsection-

"(A) IN GENERAL.-The term 'emergency 
services' means, with respect to an indi
vidual enrolled with an organization, covered 
inpatient and outpatient services that-

"(i) are furnished by a provider that is 
qualified to furnish such services under this 
title, and 

"(ii) are needed to evaluate or stabilize an 
emergency medical condition (as defined in 
subparagraph (B)). 

"(B) EMERGENCY MEDICAL CONDITION BASED 
ON PRUDENT LAYPERSON.- The term 'emer
gency medical condition' means a medical 
condition manifesting itself by acute symp
toms of sufficient severity (including severe 
pain) such that a prudent layperson, who 
possesses an average knowledge of health 
and medicine, could reasonably expect the 
absence of immediate medical attention to 
result in-

"(i) placing the health of the individual 
(or, with respect to a pregnant woman, the 
health of the woman or her unborn child) in 
serious jeopardy, 

"(ii) serious impairment to bodily func
tions, or 

"(iii) serious dysfunction of any bodily 
organ or part. 

"(e) QUALITY ASSURANCE PROGRAM.-
" (l) IN GENERAL.-Each Medicare Choice 

organization must have arrangements, con
sistent with any regulation, for an ongoing 
quality assurance program for health care 
services it provides to individuals enrolled 
with Medicare Choice plans of the organiza
tion. 

"(2) ELEMENTS OF PROGRAM.-The quality 
assurance program shall-

" (A) stress health outcomes and provide 
for the collection, analysis, and reporting of 
data (in accordance with a quality measure
ment system that the Secretary recognizes) 
that will permit measurement of outcomes 
and other indices of the quality of Medicare 
Choice plans and organizations; 

"(B) provide for the establishment of writ
ten protocols for utilization review, based on 
current standards of medical practice; 

" (C) provide review by physicians and 
other health care professionals of the process 
followed in the provision of such health care 
services; 
· "(D) monitor and evaluate high volume 
and high risk services and the care of acute 
and chronic conditions; 

" (E) evaluate the continuity and coordina
tion of care that enrollees receive; 

"(F) have mechanisms to detect both un
derutilization and overutilization of serv
ices; 

"(G) after identifying areas for improve
ment, establish or alter practice parameters; 

" (H) take action to improve quality and 
assesses the effectiveness of such action 
through systematic followup; 

"(I) make available information on quality 
and outcomes measures to facilitate bene
ficiary comparison and choice of health cov
erage options (in such form and on such 
quality and outcomes measures as the Sec
retary determines to be appropriate); 

"(J) be evaluated on an ongoing basis as to 
its effectiveness; 

"(K) include measures of consumer satis
faction; and 

"(L) provide the Secretary with such ac
cess to information collected as may be ap
propriate to monitor and ensure the quality 
of care provided under this part. 

" (3) EXTERNAL REVIEW.-Each Medicare 
Choice organization shall, for each Medicare 
Choice plan it operates, have an agreement 
with an independent quality review and im
provement organization approved by the Sec
retary· to perform functions of the type de
scribed in sections 1154(a)( 4)(B) and 
1154(a)(14) with respect to services furnished 
by Medicare Choice plans for which payment 
is made under this title. 

"(4) EXCEPTION FOR MEDICARE CHOICE UNRE
STRICTED FEE-FOR-SERVICE PLANS.-Para
graphs (1) through (3) of this subsection and 
subsection (h)(2) (relating to maintaining 
medical records) shall not apply in the case 
of a Medicare Choice organization in relation 
to a Medicare Choice unrestricted fee-for
service plan. 

"(5) TREATMENT OF ACCREDITATION.-The 
Secretary shall provide that a Medicare 
Choice organization is deemed to meet re
quirements of paragraphs (1) and (2) of this 
subsection and subsection (h) (relating to 
confidentiality and accuracy of enrollee 
records) if the organization is accredited 
(and periodically reaccredited) by a private 
organization under a process that the Sec
retary has determined assures that the orga
nization, as a condition of accreditation, ap
plies and enforces standards with respect to 
the requirements involved that are no less 
stringent than the standards established 
under section 1856 to carry out the respective 
requirements. 

"(f) COVERAGE DETERMINATIONS.-
"(l) DECISIONS ON NONEMERGENCY CARE.-A 

Medicare Choice organization shall make de
terminations regarding authorization re
quests for nonemergency care on a timely 
basis, depending on the urgency of the situa
tion. 

"(2) RECONSIDERATIONS.-
"(A) IN GENERAL.-Subject to subsection 

(g)(4), a reconsideration of a determination 
of an organization denying coverage shall be 
made within 30 days of the date of receipt of 
medical information, but not later than 60 
days after the date of the determination. 

"(B) PHYSICIAN DECISION ON CERTAIN RECON
SIDERATIONS.-A reconsideration relating to 
a determination to deny coverage based on a 
lack of medical necessity shall be made only 
by a physician other than a physician in
volved in the initial determination. 

"(g) GRIEVANCES AND APPEALS.-
"(l) GRIEVANCE MECHANISM.-Each Medi

care Choice organization must provide mean
ingful procedures for hearing and resolving 
grievances between the organization (includ
ing any entity or individual through which 
the organization provides health care serv
ices) and enrollees with Medicare Choice 
plans of the organization under this part. 

"(2) APPEALS.-An enrollee with a Medi
care Choice plan of a Medicare Choice orga
nization under this part who is dissatisfied 
by reason of the enrollee's failure to receive 
any health service to which the enrollee be
lieves the enrollee is entitled and at no 
greater charge than the enrollee believes the 

enrollee is required to pay is entitled, if the 
amount in controversy is $100 or more, to a 
hearing before the Secretary to the same ex
tent as is provided in section 205(b), and in 
any such hearing the Secretary shall make 
the organization a party. If the amount in 
controversy is $1,000 or more, the individual 
or organization shall, upon notifying the 
other party, be entitled to judicial review of 
the Secretary's final decision as provided in 
section 205(g), and both the individual and 
the organization shall be entitled to be par
ties to that judicial review. In applying sub
sections (b) and (g) of section 205 as provided 
in this paragraph, and in applying section 
205(1) thereto, any reference therein to the 
Commissioner of Social Security or the So
cial Security Administration shall be consid
ered a reference to the Secretary or the De
partment of Health and Human Services, re
spectively. 

"(3) INDEPENDENT REVIEW OF CERTAIN COV
ERAGE DENIALS.-The Secretary shall con
tract with an independent, outside entity to 
review and resolve reconsiderations that af
firm denial of coverage. 

" (4) EXPEDITED DETERMINATIONS AND RE
CONSIDERATIONS.-

"(A) RECEIPT OF REQUESTS.- An enrollee in 
a Medicare Choice plan may request, either 
in writing or orally, an expedited determina
tion or reconsideration by the Medicare 
Choice organization regarding a matter de
scribed in . paragraph (2). The organization 
shall also permit the acceptance of such re
quests by physicians. 

"(B) 0RGANIZA'rION PROCEDURES.-
"(i) IN GENERAL.- The Medicare Choice or

ganization shall maintain procedures for ex
pediting organization determinations and re
considerations when, upon request of an en
rollee, the organization determines that the 
application of normal time frames for mak
ing a determination (or a reconsideration in
volving a determination) could seriously 
jeopardize the life or health of the enrollee 
or the enrollee's ability to regain maximum 
function. 

"(ii) TIMELY RESPONSE.-In an urgent case 
described in clause (i), the organization shall 
notify the enrollee (and the physician in
volved, as appropriate) of the determination 
(or determination on the reconsideration) as 
expeditiously as the enrollee's health condi
tion requires, but not later than 72 hours (or 
24 hours in the case of a reconsideration) of 
the time of receipt of the request for the de
termination or reconsideration (or receipt of 
the information necessary to make the de
termination or reconsideration), or such 
longer period as the Secretary may permit in 
specified cases. 

" (h) CONFIDENTIALITY AND ACCURACY OF EN
ROLLEE RECORDS.-Each Medicare Choice or
ganization shall establish procedures-

"(1) to safeguard the privacy of individ
ually identifiable enrollee information, 

"(2) to maintain accurate and timely med
ical records and other health information for 
enrollees, and 

" (3) to assure timely access of enrollees to 
their medical information. 

"(i) INFORMATION ON ADVANCE' DIREC
'l'IVES.- Each Medicare Choice organization 
shall meet the requirement of section 1866(f) 
(relating to maintaining written policies and 
procedures respecting advance directives). 

"(j) RULES REGARDING PHYSICIAN PARTICI
PATION.-

"(l) PROCEDURES.-Each Medicare Choice 
organization shall establish reasonable pro
cedures relating to the participation (under 
an agreement between a physician and the 
organization) of physicians under Medicare 
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Choice plans offered by the organization 
under this part. Such procedures shall in
clude-

"(A) providing notice of the rules regard
ing participation, 

"(B) providing written notice of participa
tion decisions that are adverse to physicians, 
and 

"(C) providing a process within the organi
zation for appealing such adverse decisions, 
including the presentation of information 
and views of the physician regarding such de
cision. 

"(2) CONSULTATION IN MEDICAL POLICIES.-A 
Medicare Choice organization shall consult 
with physicians who have entered into par
ticipation agreements with the organization 
regarding the organization's medical policy, 
quality, and medical management proce
dures. 

" (3) LIMITATIONS ON PHYSICIAN INCENTIVE 
PLANS.-

"(A) IN GENERAL.-No Medicare Choice or
ganization may operate any physician incen
tive plan (as defined in subparagraph (B)) un
less the following requirements are met: 

"(i) No specific payment is made directly 
or indirectly under the plan to a physician or 
physician group as an inducement to reduce 
or limit medically necessary services pro
vided with respect to a specific individual 
enrolled with the organization. 

"(ii) If the plan places a physician or phy
sician group at substantial financial risk (as 
determined by the Secretary) for services 
not provided by the physician or physician 
group, the organization-

"(!) provides stop-loss protection for the 
physician or group that is adequate and ap
propriate, based on standards developed by 
the Secretary that take into account the 
number of physicians placed at such substan
tial financial risk in the group or under the 
plan and the number of individuals enrolled 
with the organization who receive services 
from the physician or group, and 

''(II) conducts periodic surveys of both in
dividuals enrolled and individuals previously 
enrolled with the organization to determine 
the degree of access of such individuals to 
services provided by the organization and 
satisfaction with the quality of such serv
ices. 

"(iii) The organization provides the Sec
retary with descriptive information regard
ing the plan, sufficient to permit the Sec
retary to determine whether the plan is in 
compliance with the requirements of this 
subparagraph. 

"(B) PHYSICIAN INCENTIVE PLAN DEFINED.
In this paragraph, the term 'physician incen
tive plan' means any compensation arrange
ment between a Medicare Choice organiza
tion and a physician or physician group that 
may directly or indirectly have the effect of 
reducing or limiting services provided with 
respect to individuals enrolled with the orga
nization under this part. 

"(4) LIMITATION ON PROVIDER INDEMNIFICA
TION.-A Medicare Choice organization may 
not provide (directly or indirectly) for a pro
vider (or group of providers) to indemnify 
the organization against any liabllity result
ing from a civil action brought for any dam
age caused to an enrollee with a Medicare 
Choice plan of the organization under this 
part by the organization's denial of medi
cally necessary care. 

"PAYMENTS TO MEDICARE CHOICE 
ORGANIZATIONS 

"SEC. 1853. (a) PAYMENTS TO ORGANIZA
TIONS.-

"(l) MONTHLY PAYMENTS.-

"(A) IN GENERAL.-Under a contract under 
section 1857 and subject to subsections (e) 
and (f), the Secretary shall make monthly 
payments under this section in advance to 
each Medicare Choice organization, with re
spect to coverage of an individual under this 
part in a Medicare Choice payment area for 
a month, in an amount equal to 1h2 of the an
nual Medicare Choice capitation rate (as cal
culated under subsection (c)) with respect to 
that individual for that area, adjusted for 
such risk factors as age, disability status, 
gender, institutional status, and such other 
factors as the Secretary determines to be ap
propriate, so as to ensure actuarial equiva
lence. The Secretary may add to, modify, or 
substitute for such factors, if such changes 
will improve the determination of actuarial 
equivalence. 

"(B) SPECIAL RULE FOR END-STAGE RENAL 
DISEASE.-The Secretary shall establish sepa
rate rates of payment to a Medicare Choice 
organization with respect to classes of indi
viduals determined to have end-stage renal 
disease and enrolled in a Medicare Choice 
plan of the organization. Such rates of pay
ment shall be actuarially equivalent to rates 
paid to other enrollees in the Medicare 
Choice payment area (or such other area as 
specified by the Secretary). In accordance 
with regulations, the Secretary shall provide 
for the application of the seventh sentence of 
section 1881(b)(7) to payments under this sec
tion covering the provision of renal dialysis 
treatment in the same manner as such sen
tence applies to composite rate payments de
scribed in such sentence. 

"(2) ADJUSTMENT TO REFLECT NUMBER OF 
ENROLLEES.-

"(A) IN GENERAL.-The amount of payment 
under this subsection may be retroactively 
adjusted to take into account any difference 
between the actual number of individuals en
rolled with an organization under this part 
and the number of such individuals esti
mated to be so enrolled in determining the 
amount of the advance payment. 

"(B) SPECIAL RULE. FOR CERTAIN ENROLL
EES.-

"(i) IN GENERAL.-Subject to clause (ii), the 
Secretary may make retroactive adjust
ments under subparagraph (A) to take into 
account individuals enrolled during the pe
riod beginning on the date' on which the indi
vidual enrolls with a Medicare Choice orga
nization under a plan operated, sponsored, or 
contributed to by the individual's employer 
or former employer (or the employer or 
former employer of the individual's spouse) 
and ending on the date on which the indi
vidual is enrolled in the organization under 
this part, except that for purposes of making 
such retroactive adjustments under this sub
paragraph, such period may not exceed 90 
days. 

"(ii) EXCEP'l'ION.- No adjustment may be 
made under clause (i) with respect to any in
dividual who does not certify that the orga
nization provided the individual with the dis
closure statement described in section 
1852(c) at the time the individual enrolled 
with the organization. 

"(3) ESTABLISHMENT OF RISK ADJUSTMENT 
FACTORS.-

"(A) IN GENERAL.-The Secretary shall de
velop and implement a method of risk ad
justment of payment rates under this section 
that accounts for variations in per capita 
costs based on health status. Such method 
shall not be implemented before the Sec
retary receives an evaluation by an outside, 
indepenclent actuary of the actuarial sound
ness of such method. 

"(B) DATA COLLECTION.- In order to carry 
out this paragraph, the Secretary shall re-

quire Medicare Choice organizations (and eli
gible organizations with risk-sharing con
tracts under section 1876) to submit, for peri
ods beginning on or after January 1, 1998, 
data regarding inpatient hospital services 
and other services and other information the 
Secretary deems necessary. 

" (4) INTERIM RISK ADJUSTMENT.-
"(A) IN GENERAL.-In the case of an appli

cable enrollee in a Medicare Choice plan, the 
payment to the Medicare Choice organiza
tion uncler this section shall be reduced by 
an amount equal to the applicable percent
age of the amount of such payment (deter
mined without regard to this paragraph). 

"(B) APPLICABLE ENROLLEE.-For purposes 
of this paragraph-

"(i) IN GENERAL.-The term 'applicable en
rollee' means, with respect to any month, a 
medicare eligible individual who-

"(I) is enrolled in a Medicare Choice plan, 
and 

"(II) has not been enrolled in Medicare 
Choice plans and plans operated by eligible 
organizations with risk-sharing contracts 
under section 1876 for an aggregate number 
of months greater than 60 (including the 
month for which the determination is being 
made). 

"(ii) EXCEPTION FOR BENEFICIARIES MAIN
TAINING ENROLLMENT IN CERTAIN PLANS.-The 
term 'applicable enrollee' shall not include 
any individual enrolled in a Medicare Choice 
plan offered by a Medicare Choice organiza
tion if such individual was enrolled in a 
health plan (other than a Medicare Choice 
plan) offered by such organization at the 
time of the individual's initial election pe
riod under section 1851(e)(l) and has been 
continuously enrolled in such Medicare 
Choice plan (or another Medicare Choice 
plan offered by such organization) since such 
election period. 

"(C) APPLICABLE PERCENTAGE.- For pur
poses of this paragraph, the applicable per
centage shall be determined in accordance 
with the following table: 

Applicable 
"Months enrolled in percentage: 

HM Os: 
1- 12 ·················································· 5 
13-24 ................................ ........... ..... 4 
2~36 .. ..... ........................ .... ............. 3 
37-48 ................................................ 2 
49-BO ................................................ 1. 
"(D) EXCEPTION FOR NEW PLANS.- This 

paragraph shall not apply to applicable en
rollees in a Medicare Choice plan for any 
month if-

"(i) such month occurs during the first 12 
months during which the plan enrolls Medi
care Choice eligible individuals in the Medi
care Choice payment area, and 

"(11) the annual Medicare Choice capita
tion rate for such area for the calendar year 
preceding· the calendar year in wb.ich such 12-
mon th period begins is less than the annual 
national Medicare Choice capitation rate (as 
determined under subsection (c)(4)) for such 
preceding calendar year. 
In the case of 1998, clause (ii) shall be applied 
by using the adjusted average per capita cost 
under section 1876 for 1997 rather than such 
capitation rate. 

"(E) TERMINATION.-This paragraph shall 
not apply to any month beginning on or after 
the first day of the first month to which the 
method for risk adjustment described in 
paragraph (3) applies. 

" (b) ANNUAL ANNOUNCEMENT OF PAYMENT 
RATES.-

"(l) ANNUAL ANNOUNCEMENT.- The Sec
retary shall annually determine, and shall 
announce (in a manner intended to provide 
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notice to interested parties) not later than 
August 1 before the calendar year con
cerned-

"(A) the annual Medicare Choice capita
tion rate for each Medicare Choice payment 
area for the year, and 

" (B) the risk and other factors to be used 
in adjusting such rates under subsection 
(a)(l)(A) for payments for months in that 
year. 

" (2) ADVANCE NOTICE OF METHODOLOGICAL 
CHANGES.-At least 45 days before making 
the announcement under paragraph (1) for a 
year, the Secretary shall provide for notice 
to Medicare Choice organizations of proposed 
changes to be made in the methodology from 
the methodology and assumptions used in 
the previous announcement and shall provide 
such organizations an opportunity to com
ment on such proposed changes. 

" (3) EXPLANATION OF ASSUMPTIONS.-ln 
each announcement made under paragraph 
(1), the Secretary shall include an expla
nation of the assumptions and changes in 
methodology used in the announcement in 
sufficient detail so that Medicare Choice or
ganizations can compute monthly adjusted 
Medicare Choice capitation rates for individ
uals in each Medicare Choice payment area 
which is in whole or in part within the serv
ice area of such an organization. 

" (C) CALCULATION OF ANNUAL MEDICARE 
CHOICE CAPITATION RATES.-

" (l) IN GENERAL.-For purposes of this 
part, each annual Medicare Choice capita
tion rate, for a Medicare Choice payment 
area for a contract year consisting of a cal
endar year, is equal to the largest of the 
amounts specified in the following subpara
graph (A), (B), or (C): 

" (A) BLENDED CAPITATION RATE.-The sum 
of-

" (i) the area-specific percentage for the 
year (as specified under paragraph (2) for the 
year) of the annual area-specific Medicare 
Choice capitation rate for the year for the 
Medicare Choice payment area, as deter
mined under paragraph (3), and 

" (ii) the national percentage (as specified 
under paragraph (2) for the year) of the an
nual national Medicare Choice capitation 
rate for the year, as determined under para
graph (4), 
multiplied by the payment adjustment fac
tors described in subparagraphs (A) and (B) 
of paragraph (5). 

"(B) MINIMUM AMOUNT.-Subject to para
gTaph (8)-

" (i) For 1998, $4,200 (but not to exceed, in 
the case of an area outside the 50 States and 
the District of Columbia, 150 percent of the 
annual per capita rate of payment for 1997 
determined under section 1876(a)(l)(C) for the 
area). 

" (ii) For each subsequent year, 101 percent 
of the amount in effect under this subpara
graph for the previous year. 

"(C) MINIMUM PERCENTAGE INCREASE.- Sub
ject to paragraph (8)-

"(i) For 1998, 101 percent of the annual per 
capita rate of payment for 1997 determined 
under section 1876(a)(l)(C) for the Medicare 
Choice payment area. 

" (ii) For each subsequent year, 101 percent 
of the annual Medicare Choice capitation 
rate under this paragraph for the area for the 
previous year. 

"(2) AREA-SPECIFIC AND NATIONAL PERCENT
AGES.- For purposes of paragTaph (l)(A)

"(A) for 1998, the 'area-specific percentage ' 
is 90 percent and the 'national percentage' is 
10 percent, 

" (B) for 1999, the 'area-specific percentage' 
is 80 percent and the 'national percentage' is 
20 percent, 

" (C) for 2000, the 'area-specific percentage ' 
is 70 percent and the 'national percentage' is 
30 percent, 

" (D) for 2001, the 'area-specific percentage' 
is 60 percent and the 'national percentage ' is 
40 percent, and 

" (E) for a year after 2001, the 'area-specific 
percentage ' is 50 percent and the 'national 
percentage ' is 50 percent. 

"(3) ANNUAL AREA-SPECIFIC MEDICARE 
CHOICE CAPITATION RATE.-

" (A) IN GENERAL.-For purposes of para
graph (l)(A), the annual area-specific Medi
care Choice capitation rate for a Medicare 
Choice payment area-

" (i) for 1998 is the modified annual per cap
ita rate of payment for 1997 determined 
under section 1876(a)(l)(C) for the area, in
creased by the national average per capita 
growth percentage for 1998 (as defined in 
paragraph (6)); or 

" (ii) for a subsequent year is the annual 
area-specific Medicare Choice capitation 
rate for the previous year determined under 
this paragraph for the area, increased by the 
national average per capita growth percent
age for such subsequent year. 

" (B) MODIFIED ANNUAL PER CAPITA RATE OF 
PAYMENT.-For purposes of subparagraph (A), 
the modified annual per capita rate of pay
ment for a Medicare Choice payment area for 
1997 shall be equal to the annual per capita 
rate of payment for such area for such year 
which would have been determined under 
section 1876(a)(l)(C) if 25 percent of any pay
ments attributable to sections 1886(d)(5)(B), 
1886(h), and 1886(d)(5)(F) (relating to IME, 
GME, and DSH payments) were not taken 
in to account. 

" (C) SPECIAL RULES FOR 1999, 2000, AND 2001.
ln applying subparagraph (A)(ii) for 1999, 
2000, and 2001, the annual area-specific Medi
care Choice capitation rate for the preceding 
calendar year shall be the amount which 
would have been determined if subparagraph 
(B) had been applied by substituting the fol
lowing percentages for '25 percent' : 

" (i) In 1999, 50 percent. 
" (ii) In 2000, 75 percent. 
" (iii) In 2001, 100 percent. 
" (4) ANNUAL NATIONAL MEDICARE CHOICE 

CAPITATION RATE.-For purposes of paragraph 
(l)(A), the annual national Medicare Choice 
capitation rate for a Medicare Choice pay
ment area for a year is equal to-

" (A) the sum (for all Medicare Choice pay
ment areas) of the product of-

" (i) the annual area-specific Medicare 
Choice capitation rate for that year for the 
area under paragraph (3), and 

" (ii) the average number of medicare bene
ficiaries residing in that area in the year; di
vided by 

" (B) the sum of the amounts described in 
subparagraph (A)(ii) for all Medicare Choice 
payment areas for that year. 

"(5) PAYMENT ADJUSTMENT BUDGET NEU
TRALITY FACTORS.-For purposes of para
graph (l)(A)-

" (A) BLENDED RATE PAYMENT ADJUSTMENT 
FACTOR.- For each year, the Secretary shall 
compute a blended rate payment adjustment 
factor such that, not taking into account 
subparagraphs (B) and (C) of paragraph (1) 
and the application of the payment adjust
ment factor described in subparagraph (B) 
but taking into account paragraph (7), the 
aggregate of the payments that would be 
made under this part is equal to the aggre
gate payments that would have been made 
under this part (not taking into account 

such subparagraphs and such other adjust
ment factor) if the area-specific percentage 
under paragraph (1) for the year had been 100 
percent and the national percentage had 
been 0 percent. 

" (B) FLOOR-AND-MINIMUM-UPDATE PAYMEN'l' 
ADJUSTMENT FACTOR.-For each year, the 
Secretary shall compute a floor-and-min
imum-update payment adjustment factor so 
that, taking into account the application of 
the blended rate payment adjustment factor 
under subparagraph (A) and subparagraphs 
(B) and (C) of paragraph (1) and the applica
tion of the adjustment factor under this sub
paragraph, the aggregate of the payments 
under this part shall not exceed the aggre
gate payments that would have been made 
under this part if subparagraphs (B) and (C) 
of paragraph (1) did not apply and if the 
floor-and-minimum-update payment adjust
ment factor under this subparagraph was 1. 

" (6) NATIONAL AVERAGE PER CAPITA GROWTH 
PERCENTAGE DEFINED.-ln this part, the 'na
tional average per capita growth percentage' 
for any year (beginning with 1998) is equal to 
the sum of-

"(A) the percentage increase in the gross 
domestic product per capita for the 12-month 
period ending on June 30 of the preceding 
year, plus 

" (B) 0.5 percentage points. 
" (7) TREATMENT OF AREAS WITH HIGHLY 

VARIABLE PAYMENT RATES.-ln the case of a 
Medicare Choice payment area for which the 
annual per capita rate of payment deter
mined under section 1876(a)(l)(C) for 1997 var
ies by more than 20 percent from such rate 
for 1996, for purposes of this subsection the 
Secretary may substitute for such rate for 
1997 a rate that is more representative of the 
costs of the enrollees in the area. 

" (8) ADJUSTMENTS TO MINIMUM AMOUNTS 
AND MINIMUM PERCENTAGE INCREASES.-

"(A) IN GENERAL.-After computing all 
amounts under this subsection (without re
gard to this paragraph) for any year, the 
Secretary shall-

"(i) redetermine the amount under para
graph (l)(C) for such year by substituting 
'100 percent' for '101 percent' each place it 
appears, and 

"(ii) subject to subparagraph (B), increase 
the amount determined under paragraph 
(l)(B) for such year to the amount equal to 85 
percent of the annual national Medicare 
Choice capitation rate. 

"(B) LIMITA'l'ION ON INCREASE IN MINIMUM 
AMOUNT.-The Secretary shall not under sub
paragraph (A)(ii) increase the minimum 
amount under paragraph (l)(B) to an amount 
that is greater than the amount the Sec
retary estimates will result in increased pay
ments under such paragraph equal to the de
crease in payments by reason of the redeter
mination under subparagraph (A)(i). 

"(9) STUDY OF LOCAL PRICE INDICATORS.
The Secretary and the Medicare Payment 
Advisory Commission shall each conduct a 
study with respect to appropriate measures 
for adjusting the annual Medicare Choice 
capitation rates determined under this sec
tion to reflect local price indicators, includ
ing the medicare hospital wage index and the 
case-mix of a geographic region. The Sec
retary and the Advisory Commission shall 
report the results of such study to the appro
priate committees of Congress, including 
recommendations (if any) for legislation. 

" (d) MEDICARE CHOICE PAYMENT AREA DE
FINED.-

' '(1) IN GENERAL.-ln this part, except as 
provided in paragraph (3), the term 'Medicare 
Choice payment area' means a county, or 
equivalent area specified by the Secretary. 
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"(2) RULE FOR ESRD BENEFICIARIES.-ln the 

case of individuals who are determined to 
have end stage renal disease, the Medicare 
Choice payment area shall be a State or such 
other payment area as the Secretary speci
fies. 

"(3) GEOGRAPHIC ADJUSTMENT.-
"(A) IN GENERAL.-Upon written request of 

the chief executive officer of a State for a 
contract year (beginning after 1998) made at 
least 7 months before the beginning of the 
year, the Secretary shall make a geographic 
adjustment to a Medicare Choice payment 
area in the State otherwise determined 
under paragraph (1)-

"(i) to a single statewide Medicare Choice 
payment area, 

"(ii) to the metropolitan based system de
scribed in subparagraph (C), or 

"(iii) to consolidating into a single Medi
care Choice payment area noncontiguous 
counties (or equivalent areas described in 
paragraph (1)) within a State. 
Such adjustment shall be effective for pay
ments for months beginning with January of 
the year following the year in which the re
quest is received. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-ln 
the case of a State requesting an adjustment 
under this paragraph, the Secretary shall ad
just the payment rates otherwise established 
under this section for Medicare Choice pay
ment areas in the State in a manner so that 
the aggregate of the payments under this 
section in the State shall not exceed the ag
gregate payments that would have been 
made under this section for Medicare Choice 
payment areas in the State in the absence of 
the adjustment under this paragraph. 

"(C) METROPOLITAN BASED SYSTEM.-The 
metropolitan based system described in this 
subparagraph is one in which-

"(i) all the portions of each metropolitan 
statistical area in the State or in the case of 
a consolidated metropolitan statistical area, 
all of the portions of each primary metro
politan statistical area within the consoli
dated area within the State, are treated as a 
single Medicare Choice payment area, and 

"(ii) all areas in the State that do not fall 
within a metropolitan statistical area are 
treated as a single Medicare Choice payment 
area. 

"(D) AREAS.-ln subparagraph (C), the 
terms 'metropolitan statistical area', 'con
solidated metropolitan statistical area', and 
'primary metropolitan statistical area' mean 
any area designated as such by the Secretary 
of Commerce. 

"(e) PAYMENTS FROM TRUST FUND.-The 
payment to a Medicare Choice organization 
under this section for individuals enrolled 
under this part with the organization shall 
be made from the Federal Hospital Insurance 
Trust Fund and the Federal Supplementary 
Medical Insurance Trust Fund in such pro
portion as the Secretary determines reflects 
the relative weight that benefits under part 
A and under part B represents of the actu
arial value of the total benefits under this 
title. Monthly payments otherwise payable 
under this section for October 2001 shall be 
paid on the last business day of September 
2001. Monthly payments otherwise payable 
under this section for October 2006 shall be 
paid on the first business day of October 2006. 

"(f) SPECIAL RULE FOR CERTAIN INPATIENT 
HOSPITAL STAYS.-ln the case of an indi
vidual who is receiving inpatient hospital 
services from a subsection (d) hospital (as 
defined in section 1886(d)(l)(B)) as of the ef
fective date of the individual's-

"(!) election under this part of a Medicare 
Choice plan offered by a Medicare Choice or
ganization-

"(A) payment for such services until the 
date of the individual's discharge shall be 
made under this title through the Medicare 
Choice plan or the traditional medi.care fee
for-service program option described in sec
tion 1851(a)(l)(A) (as the case may be) elected 
before the election with such organization, 

"(B) the elected organization shall not be 
financially responsible for payment for such 
services until the date after the date of the 
individual's discharge, and 

"(C) the organization shall nonetheless be 
paid the full amount otherwise payable to 
the organization under this part; or 

"(2) termination of election with respect to 
a Medicare Choice organization under this 
part-

"(A) the organization shall be financially 
responsible for payment for such services 
after such date and until the date of the indi
vidual's discharge, 

"(B) payment for such services during the 
stay shall not be made under section 1886(d) 
or by any succeeding Medicare Choice orga
nization, and 

"(C) the terminated organization shall not 
receive any payment with respect to the in
dividual under this part during the period 
the individual is not enrolled. 

'' PREMIUMS 
"SEC. 1854. (a) SUBMISSION AND CHARGING OF 

PREMIUMS.-
"(1) IN GENERAL.-Subject to paragraph (3), 

each Medicare Choice organization shall file 
with the Secretary each year, in a form and 
manner and at a time specified by the Sec
retary-

"(A) the amount of the monthly premium 
for coverage for services under section 
1852(a) under each Medicare Choice plan it 
offers under this part in each Medicare 
Choice payment area (as defined in section 
1853(d)) in which the plan is being offered; 
and 

"(B) the enrollment capacity in relation to 
the plan in each such area. 

"(2) TERMINOLOGY.- ln this part-
"(A) the term 'monthly premium' means, 

with respect to a Medicare Choice plan of
fered by a Medicare Choice organization, the 
monthly premium filed under paragraph (1), 
not taking into account the amount of any 
payment made toward the premium under 
section 1853; and 

"(B) the term 'net monthly premium' 
means, with respect to such a plan and an in
dividual enrolled with the plan, the premium 
(as defined in subparagraph (A)) for the plan 
reduced by the amount of payment made to
ward such premium under section 1853. 

"(b) MONTHLY PREMIUM CHARGED.-The 
monthly amount of the premium charged by 
a Medicare Choice organization for a Medi
care Choice plan offered in a Medicare 
Choice payment area to an individual under 
this part shall be equal to the net monthly 
premium plus any monthly premium charged 
in accordance with subsection (e)(2) for sup
plemental benefits. 

"(c) UNIFORM PREMIUM.-The monthly pre
mium and monthly amount charged under 
subsection (b) of a Medicare Choice organiza
tion under this part may not vary among in
dividuals who reside in the same Medicare 
Choice payment area. 

"(d) TERMS AND CONDITIONS OF IMPOSING 
PREMIUMS.- Each Medicare Choice organiza
tion shall permit the payment of net month
ly premiums on a monthly basis and may 
terminate election of individuals for a Medi
care Choice plan for failure to make pre
mium payments only in accordance with sec
tion 185l(g)(3)(B)(i). A Medicare Choice orga
nization is not authorized to provide for cash 

or other monetary rebates as an inducement 
for enrollment or otherwise. 

"(e) LIMITATION ON ENROLLEE COST-SHAR
ING.-

"(l) FOR BASIC AND ADDITIONAL BENEFITS.
Except as provided in paragraph (2), in no 
event may-

"(A) the net monthly premium (multiplied 
by 12) and the actuarial value of the 
deductibles, coinsurance, and copayments 
applicable on average to individuals enrolled 
under this part with a Medicare Choice plan 
of an organization with respect to required 
benefits described in section 1852(a)(l) and 
additional benefits (if any) required under 
subsection (f)(l) for a year, exceed 

"(B) the actuarial value of the deductibles, 
coinsurance, and copayments that would be 
applicable on average to individuals entitled 
to benefits under part A and enrolled under 
part B if they were not members of a Medi
care Choice organization for the year. 

"(2) FOR SUPPLEMENTAL BENEFITS.-If the 
Medicare Choice organization provides to its 
members enrolled under this part supple
mental benefits described in section 
1852(a)(3), the sum of the monthly premium 
rate (multiplied by 12) charged for such sup
plemental benefits and the actuarial value of 
its deductibles, coinsurance, and copayments 
charged with respect to such benefits may 
not exceed the adjusted community rate for 
such benefits (as defined in subsection (f)(4)). 

"(3) EXCEPTION FOR UNRESTRICTED FEE-FOR
SERVICE PLANS.-

"(A) IN GENERAL.-Except as provided in 
subparagraph (B), paragraphs (1) and (2) do 
not apply to an unrestricted fee-for-service 
plan. 

"(B) APPLICATION OF BALANCE BILLING FOR 
PHYSICIAN SERVICES.-Section 1848(g) shall 
apply to the provision of physician services 
(as defined in section 18480)(3)) to an indi
vidual enrolled in an unrestricted fee-for
service plan under this title in the same 
manner as such section applies to such serv
ices that are provided to an individual who is 
not enrolled in a Medicare Choice plan under 
this title. 

"(4) DETERMINATION ON OTHER BASIS.-If the 
Secretary determines that adequate data are 
not available to determine the actuarial 
value under paragraph (l)(A) or (2), the Sec
retary may determine such amount with re
spect to all individuals in the Medicare 
Choice payment area, the State, or in the 
United States, eligible to enroll in the Medi
care Choice plan involved under this part or 
on the basis of other appropriate data. 

"(f) REQUIREMENT FOR ADDITIONAL BENE
FITS.-

"(1) REQUIREMENT.-
"(A) IN GENERAL.-Each Medicare Choice 

organization (in relation to a Medicare 
Choice plan it offers) shall provide that if 
there is an excess amount (as defined in sub
paragraph (B)) for the plan for a contract 
year, subject to the succeeding provisions of 
this subsection, the organization shall pro
vide to individuals such additional benefits 
(as the organization may specify) in a value 
which is at least equal to the adjusted excess 
amount (as defined in subparagraph (C)). 

"(B) EXCESS AMOUNT.- For purposes of this 
paragraph, the 'excess amount', for an orga
nization for a plan, is the amount (if any) by 
which-

" (i) the average of the capitation payments 
made to the organization under section 1853 
for the plan at the beginning of contract 
year, exceeds 

"(ii) the actuarial value of the required 
benefits described in section 1852(a)(l) under 
the plan for individuals under this part, as 



12154 CONGRESSIONAL RECORD-SENATE June 24, 1997 
determined based upon ·an adjusted commu
nity rate described in paragraph (4) (as re
duced for the actuarial value of the coinsur
ance and deductibles under parts A and B). 

"(C) ADJUSTED EXCESS AMOUNT.-For pur
poses of this paragraph, the 'adjusted excess 
amount', for an organization for a plan, is 
the excess amount reduced to reflect any 
amount withheld and reserved for the orga
nization for the year under paragraph (3). 

"(D) UNIFORM APPLICATION.-This para
graph shall be applied uniformly for all en
rollees for a plan in a Medicare Choice pay
ment area. 

"(E) CONSTRUCTION.-Nothing in this sub
section shall be construed as preventing a 
Medicare Choice organization from providing 
health care benefits that are in addition to 
the benefits otherwise required to be pro
vided under this paragraph and from impos
ing a premium for such additional benefits. 

"(2) STABILIZATION FUND.-A Medicare 
Choice organization may provide that a part 
of the value of an excess amount described in 
paragraph (1) be withheld and reserved in the 
Federal Hospital Insurance Trust Fund and 
in the Federal Supplementary Medical Insur
ance Trust Fund (in such proportions as the 
Secretary determines to be appropriate) by 
the Secretary for subsequent annual con
tract periods, to the extent required to sta
bilize and prevent undue fluctuations in the 
additional benefits offered in those subse
quent periods by the organization in accord
ance with such paragraph. Any of such value 
of the amount reserved which is not provided 
as additional benefits described in paragraph 
(l)(A) to individuals electing the Medicare 
Choice plan of the organization in accord
ance with such paragraph prior to the end of 
such periods, shall revert for the use of such 
trust funds. 

"(3) DETERMINATION BASED ON INSUFFICIENT 
DATA.-For purposes of this subsection, if the 
Secretary finds that there is insufficient en
rollment experience to determine an average 
of the capitation payments to be made under 
this part at the beginning of a contract pe
riod, the Secretary may determine such an 
average based on the enrollment experience 
of other contracts entered into under this 
part. 

"(4) ADJUSTED COMMUNITY RATE.-
"(A) IN GENERAL.-For purposes of this sub

section, subject to subparagraph (B), the 
term 'adjusted community rate' for a service 
or services means, at the election of a Medi
care Choice organization, either-

"(i) the rate of payment for that service or 
services which the Secretary annually deter
mines would apply to an individual electing 
a Medicare Choice plan under this part if the 
rate of payment were determined under a 
'community rating system' (as defined in 
section 1302(8) of the Public Health Service 
Act, other than subparagraph (C)), or 

"(ii) such portion of the weighted aggre
gate premium, which the Secretary annually 
estimates would apply to such an individual, 
as the Secretary annually estimates is at
tributable to that service or services, 
but adjusted for differences between the uti
lization characteristics of the individuals 
electing coverage under this part and the 
utilization characteristics of the other en
rollees with the plan (or, if the Secretary 
finds that adequate data are not available to 
adjust for those differences, the differences 
between the utilization characteristics of in
dividuals selecting other Medicare Choice 
coverage, or Medicare Choice eligible indi
viduals in the area, in the State, or in the 
United States, eligible to elect Medicare 
Choice coverage under this part and the uti-

lization characteristics of the rest of the 
population in the area, in the State, or in 
the United States, respectively). 

"(B) SPECIAL RULE FOR PROVIDER-SPON
SORED ORGANIZATIONS.-In the case of a Medi
care Choice organization that is a provider
sponsored organization, the adjusted commu
nity rate under subparagraph (A) for a Medi
care Choice plan of the organization may be 
computed (in a manner specified by the Sec
retary) using data in the general commercial 
marketplace or (during a transition period) 
based on the costs incurred by the organiza
tion in providing such a plan. 

"(g) PERIODIC AUDITING.-The Secretary 
shall provide for the annual auditing of the 
financial records (including data relating to 
medicare utilization, costs, and computation 
of the adjusted community rate) of at least 
one-third of the Medicare Choice organiza
tions offering Medicare Choice plans under 
this part. The Comptroller General shall 
monitor auditing activities conducted under 
this subsection. 

"(h) PROHIBITION OF STATE IMPOSITION OF 
PREMIUM TAXES.-No State may impose a 
premium tax or similar tax with respect to 
payments on Medicare Choice plans or the 
offering of such plans. 
"ORGANIZATIONAL AND FINANCIAL REQUIRE

MENTS FOR MEDICARE CHOICE ORGANIZA
TIONS; PROVIDER-SPONSORED ORGANIZATIONS 
"SEC. 1855. (a) ORGANIZED AND LICENSED 

UNDER STATE LAW.-
"(l) IN GENERAL.-Subject to paragraphs (2) 

and (3), a Medicare Choice organization shall 
be organized and licensed under State law as 
a risk-bearing entity eligible to offer health 
insurance or health benefits coverage in each 
State in which it offers a Medicare Choice 
plan. 

"(2) SPECIAL EXCEPTION BEFORE 2001 FOR 
PROVIDER-SPONSORED ORGANIZATIONS.-

"(A) IN GENERAL.- In the case of a pro
vider-sponsored organization that seeks to 
offer a Medicare Choice plan in a State, the 
Secretary shall waive the requirement of 
paragraph (1) that the organization be li
censed in that State for any year before 2001 
if-

"(i) the organization files an application 
for such waiver with the Secretary, and 

"(ii) the contract with the organization 
under section 1857 requires the organization 
to meet all requirements of State law which 
relate to the licensing of the organization 
(other than solvency requirements or a pro
hibition on licensure for such organization). 

"(B) TREATMENT OF WAIVER.-
" (i) IN GENERAL.-In the case of a waiver 

granted under this paragraph for a provider
sponsored organization-

"(!) the waiver shall be effective for the 
years specified in the waiver, except it may 
be renewed based on a subsequent applica
tion, and 

"(II) subject to subparagraph (A)(ii), any 
provisions of State law which would other
wise prohibit the organization from pro
viding coverage pursuant to a contract under 
this part shall be superseded. 

"(ii) TERMINATION.-A waiver granted 
under this paragraph shall in no event ex
tend beyond the earlier of-

"(I) December 31, 2000; or 
"(II) the date on which the Secretary de

termines that the State has in effect sol
vency standards described in subsection 
(d)(l)(B) . 

"(C) PROMPT ACTION ON APPLICATION.-The 
Secretary shall grant or deny such a waiver 
application within 60 days after the date the 
Secretary determines that a substantially 
complete application has been filed. 

"(D) ENFORCEMENT OF STATE STANDARDS.
"(i) IN GENERAL.-The Secretary shall 

enter into agreements with States subject to 
a waiver under this paragraph to ensure the 
adequate enforcement of standards incor
porated into the contract under subpara
graph (A)(ii). Such agreements shall provide 
methods by which States may notify the 
Secretary of any failure by an organization 
to comply with such standards. 

"(ii) ENFORCEMENT.-If the Secretary de
termines that an organization is not in com
pliance with the standards described in 
clause (i), the Secretary shall take appro
priate actions under subsections (g) and (h) 
with respect to civil penalties and termi
nation of the contract. The Secretary shall 
allow an organization 60 days to comply with 
the standards after notification of failure. 

"(E) REPORT.-The Secretary shall, not 
later than December 31, 1998, report to Con
gress on the waiver procedure in effect under 
this paragraph. Such report shall include an 
analysis of State efforts to adopt regulatory 
standards that take into account health plan 
sponsors that provide services directly to en
rollees through affiliated providers. 

"(3) EXCEPTION IF REQUIRED TO OFFER MORE 
THAN MEDICARE CHOICE PLANS.-Paragraph (1) 
shall not apply to a Medicare Choice organi
zation in a State if the State requires the or
ganization, as a condition of licensure, to 
offer any product or plan other than a Medi
care Choice plan. 

"(4) LICENSURE DOES NOT SUBSTITUTE FOR 
OR CONSTITUTE CERTIFICATION.-The fact that 
an organization is licensed in accordance 
with paragraph (1) does not deem the organi
zation to meet other requirements imposed 
under this part. 

"(b) PREPAID PAYMENT.-A Medicare 
Choice organization shall be compensated 
(except for premiums, deductibles, coinsur
ance, and copayments) for the provision of 
health care services to enrolled members 
under the contract under this part by a pay
ment which is paid on a periodic basis with
out regard to the date the health care serv
ices are provided and which is fixed without 
regard to the frequency, extent, or kind of 
health care service actually provided to a 
member. 

"(c) ASSUMPTION OF FULL FINANCIAL 
RISK.- The Medicare Choice organization 
shall assume full financial risk on a prospec
tive basis for the provision of the health care 
services (except, at the election of the orga
nization, hospice care) for which benefits are 
required to be provided under section 
1852(a)(l), except that the organization-

"(! ) may obtain insurance or make other 
arrangements for the cost of providing to 
any enrolled member such services the ag
gregate value of which for any year exceeds 
the applicable amount determined under the 
last sentence of this subsection for the year, 

"(2) may obtain insurance or make other 
arrangements for the cost of such services 
provided to its enrolled members other than 
through the organization because medical 
necessity required their provision before 
they could be secured through the organiza
tion, 

"(3) may obtain insurance or make other 
arrangements for not more than 90 percent 
of the amount by which its costs for any of 
its fiscal years exceed 115 percent of its in
come for such fiscal year, and 

" (4) may make arrangements with physi
cians or other health professionals, health 
care institutions, or any combination of such 
individuals or institutions to assume all or 
part of the financial risk on a prospective 
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basis for the provision of basic health serv
ices by the physicians or other health profes
sionals or through the institutions. 

For purposes of paragraph (1), the applicable 
amount for 1998 is the amount established by 
the Secretary, and for 1999 and any suc
ceeding year is the amount in effect for the 
previous year increased by the percentage 
change in the Consumer Price Index for all 
urban consumers (U.S. city average) for the 
12-month period ending with June of the pre
vious year. 

"(d) CER'l'IFICATION OF PROVISION AGAINST 
RISK OF INSOLVENCY FOR PSOs.-

"(1) IN GENERAL.-Each Medicare Choice 
organization that is a provider-sponsored or
ganization shall-

"(A) meet standards established under sec
tion 1856(a) relating to the financial solvency 
and capital adequacy of the organization, or 

"(B) meet solvency standards established 
by the State that are no less stringent than 
the standards described in subparagraph (A). 

"(2) CERTIFICATION PROCESS FOR SOLVENCY 
STANDARDS FOR PSOS.- The Secretary shall 
establish a process for the receipt and ap
proval of applications of a provider-spon
sored organization for certification (and 
periodic recertification) of the organization 
as meeting such solvency standards. Under 
such process, the Secretary shall act upon 
such an application not later than 60 days 
after the date the application has been re
ceived. 

"(e) PROVIDER-SPONSORED ORGANIZATION 
DEFINED.-

"(l) IN GENERAL.-In this part, the term 
'provider-sponsored organization' means a 
public or private entity-

"(A) that is established or organized and 
operated by a local health care provider, or 
local group of affiliated health care pro
viders, 

"(B ) that provides a substantial proportion 
(as defined by the Secretary in accordance 
with paragraph (2)) of the health care items 
and services under the contract under this 
part directly through the provider or affili
ated group of providers, and 

"(C) with respect to which those affiliated 
providers that share, directly or indirectly, 
substantial financial risk with respect to the 
provision of such items and services have at 
least a majority financial interest in the en
tity. 

"(2) SUBSTANTIAL PROPOR'rION.-In defining 
what is a 'substantial proportion' for pur
poses of paragraph (l)(B), the Secretary

"(A) shall take into account the need for 
such an organization to assume responsi
bility for providing-

"(i) significantly more than the majority 
of the items and services under the contract 
under this section through its own affiliated 
providers; and 

"(ii) most of the remainder of the items 
and services under the contract through pro
viders with which the organization has an 
agreement to provide such items and serv
ices, 
in order to assure financial stability and to 
address the practical considerations involved 
in integ-rating the delivery of a wide range of 
service providers; 

"(B ) shall take into account the need for 
such an organization to provide a limited 
proportion of the items and services under 
the contract through providers that are nei
ther affiliated with nor have an agreement 
with the organization; and 

"(C) may allow for variation in the defini
tion of substantial proportion among such 
organizations based on relevant differences 

among the organizations, such as their loca
tion in an urban or rural area. 

"(3) AFFILIATION.-For purposes of this 
subsection, a provider is 'affiliated' with an
other provider if, through contract, owner
ship, or otherwise-

"(A) one provider, directly or indirectly, 
controls, is controlled by, or is under com
mon control with the other, 

"(B) both providers are part of a controlled 
group of corporations under section 1563 of 
the Internal Revenue Code of 1986, 

"(C) each provider is a participant in a 
lawful combination under which each pro
vider shares substantial financial risk in 
connection with the organization's oper
ations, or 

" (D) both providers are part of an affiliated 
service group under section 414 of such Code. 

"(4) CONTROL.-For purposes of paragraph 
(3), control is presumed to exist if one party, 
directly or indirectly, owns, controls, or 
holds the power to vote, or proxies for, not 
less than 51 percent of the voting rights or 
governance rights of another. 

"(5) HEALTH CARE PROVIDER DEFINED.-ln 
this subsection, the term 'health care pro
vider' means-

"(A) any individual who is engaged in the 
delivery of health care services in a State 
and who is required by State law or regula
tion to be licensed or certified by the State 
to engage in the delivery of such services in 
the State, and 

"(B) any entity that is engaged in the de
livery of health care services in a State and 
that, if it is required by State law or regula
tion to be licensed or certified by the State 
to engage in the delivery of such services in 
the Sta te, is so licensed. 

"(6) REGULATIONS.-The Secretary shall 
issue regulations to carry out this sub
section. 

"ESTABLISHMENT OF STANDARDS 
" SEC. 1856. (a) ESTABLISHMENT OF SOLVENCY 

STANDARDS FOR PROVIDER-SPONSORED ORGA
NIZATIONS.-

" (1) ESTABLISHMENT.-
"(A) IN GENERAL.- The Secretary shall es

tablish, on an expedited basis and using a ne
gotiated rulemaking process under sub
chapter III of chapter 5 of title 5, United 
States Code, standards described in section 
1855(d)(l) (relating to the financial solvency 
and capital adequacy of the organization) 
that entities must meet to qualify as pro
vider-sponsored organizations under this 
part. 

"(B ) FACTORS TO CONSIDER FOR SOLVENCY 
STANDARDS.-In establishing solvency stand
ards under subparagraph (A) for provider
sponsored organizations, the Secretary shall 
consult with interested parties and shall 
take into account-

" (i) the delivery system assets of such an 
organiza tion and ability of such an organiza
tion to provide services directly to enrollees 
through affiliated providers, 

"(ii) alternative means of protecting 
against insolvency, including reinsurance, 
unrestricted surplus, letters of credit, guar
antees, organizational insurance coverage, 
partnerships with other licensed entities, 
and valuation attributable to the ability of 
such an organization to meet its service obli
gations through direct delivery of care, and 

"(iii) any standards developed by the Na
tional Association of Insurance Commis
sioners specifically for risk-based health 
care delivery organizations. 

"(C) ENROLLEE PROTECTION AGAINST INSOL
VENCY.- Such standards shall include provi
sions to prevent enrollees from being held 
liable to any person or entity for the Medi-

care Choice organization's debts in the event · 
of the organization's insolvency. 

"(2) PUBLICATION OF NOTICE.-In carrying 
out the rulemaking process under this sub
section, the Secretary, after consultation 
with the National Association of Insurance 
Commissioners, the American Academy of 
Actuaries, organizations representative of 
medicare beneficiaries, and other interested 
parties, shall publish the notice provided for 
under section 564(a) of title 5, United States 
Code, by not later than 45 days after the date 
of the enactment of this section. 

"(3) TARGET DATE FOR PUBLICATION OF 
RULE.-As part of the notice under paragraph 
(2), and for purposes of this subsection, the 
'target date for publication' (referred to in 
section 564(a)(5) of such title) shall be April 
1, 1998. 

"(4) ABBREVIATED PERIOD FOR SUBMISSION 
OF COMMENTS.-In applying section 564(c) of 
such title under this subsection, '15 days' 
shall be substituted for '30 days'. 

"(5) APPOINTMENT OF NEGOTIATED RULE
MAKING COMMITTEE AND FACILITATOR.- The 
Secretary shall provide for-

"(A) the appointment of a negotiated rule
making committee under section 565(a) of 
such title by not later than 30 days after the 
end of the comment period provided for 
under section 564(c) of such title (as short
ened under paragraph (4)), and 

"(B) the nomination of a facilitator under 
section 566(c) of such title by not later than 
10 days after the date of appointment of the 
committee. 

"(6) PRELIMINARY COMMITTEE REPORT.-The 
negotiated rulemaking committee appointed 
under paragraph (5) shall report to the Sec
retary, by not later than January 1, 1998, re
garding the committee's progress on achiev
ing a consensus with regard to the rule
making proceeding and whether such con
sensus is likely to occur before 1 month be
fore the target date for publication of the 
rule. If the committee reports that the com
mittee has failed to make significant 
progress towards such consensus or is un
likely to reach such consensus by the target 
date, the Secretary may terminate such 
process and provide for the publication of a 
rule under this subsection through such 
other methods as the Secretary may provide. 

"(7) FINAL COMMITTEE REPORT.-If the com
mittee is not terminated under paragraph 
(6), the rulemaking committee shall submit 
a report containing a proposed rule by not 
later than 1 month before the target date of 
publication. 

"(8) INTERIM, FINAL EFFECT.-The Secretary 
shall publish a rule under this subsection in 
the Federal Register by not later than the 
target date of publication. Such rule shall be 
effective and final immediately on an in
terim basis, but is subject to change and re
vision after public notice and opportunity 
for a period (of not less than 60 days) for pub
lic comment. In connection with such rule, 
the Secretary shall specify the process for 
the timely review and approval of applica
tions of entities to be certified as provider
sponsored organizations pursuant to such 
rules and consistent with this subsection. 

"(9) PUBLICATION OF RULE AFTER PUBLIC 
COMMENT.-The Secretary shall provide for 
consideration of such comments and republi
cation of such rule by not later than 1 year 
after the target date of publication. 

"(b) ESTABLISHMENT OF OTHER STAND
ARDS.-

"(1) IN GENERAL.- The Secretary shall es
tablish by regulation other standards (not 
described in subsection (a)) for Medicare 
Choice organizations and plans consistent 
with, and to carry out, this part. 
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" (2) USE OF CURRENT STANDARDS.-Con

sistent with the requirements of this part, 
standards established under this subsection 
shall be based on standards established under 
section 1876 to carry out analogous provi-
sions of such section. • 

" (3) USE OF INTERIM STANDARDS.-For the 
period in which this part is in effect and 
standards are being developed and estab
lished under the preceding provisions of this 
subsection, the Secretary shall provide by 
not later than June 1, 1998, for the applica
tion of such interim standards (without re
gard to any requirements for notice and pub
lic comment) as may be appropriate to pro
vide for the expedited implementation of 
this part. Such interim standards shall not 
apply after the date standards are estab
lished under the preceding provisions of this 
subsection. 

" (4) APPLICATION OF NEW STANDARDS TO EN
TITIES WITH A CONTRACT.- In the case of a 
Medicare Choice organization with a con
tract in effect under this part at the time 
standards applicable to the organization 
under this section are changed, the organiza
tion may elect not to have such changes 
apply to the organization until the end of 
the current contract year (or, if there is less 
than 6 months remaining in the contract 
year, until 1 year after the end of the current 
contract year). 

" (5) RELATION 1' 0 STATE LAWS.-The stand
ards established under this subsection shall 
supersede any State law or regulation with 
respect to Medicare Choice plans which are 
offered by Medicare Choice organizations 
under this part to the extent such law or reg
ulation is inconsistent with such standards. 

"CONTRACTS WITH MEDICARE CHOICE 
ORGANIZATIONS 

" SEC. 1857. (a) IN GENERAL.- The Secretary 
shall not permit the election under section 
1851 of a Medicare Choice plan offered by a 
Medicare Choice organization under this 
part, and no payment shall be made under 
section 1853 to an organization, unless the 
Secretary has entered into a contract under 
this section with the organization with re
spect to the offering of such plan. Such a 
contract with an organization may cover 
more than 1 Medicare Choice plan. Such con
tract shall provide that the organization 
agrees to comply with the applicable re
quirements and standards of this part and 
the terms and conditions of payment as pro
vided for in this part. 

"(b) MINIMUM ENROLLMENT REQUIRE
MENTS.-

"(1) IN GENERAL.-Subject to paragraph (2), 
the Secretary may not enter into a contract 
under this section with a Medicare Choice 
organization unless the organization has at 
least 1,500 individuals who are receiving 
health benefits through the organization (500 
such individuals if the organization pri
marily serves individuals residing outside of 
urbanized areas). 

" (2) ALLOWING TRANSITION.- The Secretary 
may waive the requirement of paragraph (1) 
during the first 2 contract years with respect 
to an organization. 

" (3) SPECIAL RULE FOR PSO.-In the case of 
a Medicare Choice organization which is a 
provider-sponsored organization, paragraph 
(1) shall be applied by taking into account 
individuals for whom the organization has 
assumed substantial financial risk. 

" (C) CONTRACT PERIOD AND EFFECTIVE
NESS.-

"(l) PERIOD.-Each contract under this sec
tion shall be for a term of at least 1 year, as 
determined by the Secretary, and may be 
made automatically renewable from term to 

term in the absence of notice by either party 
of intention to terminate at the end of the 
current term. 

" (2) TERMINATION AUTHORITY.-In accord
ance with procedures established under sub
section (h), the Secretary may at any time 
terminate any such contract, or may impose 
the intermediate sanctions described in an 
applicable paragraph of subsection (g)(3) on 
the Medicare Choice organization, if the Sec
retary determines that the organization-

" (A) has failed substantially to carry out 
the contract; 

" (B) is carrying out the contract in a man
ner inconsistent with the efficient and effec
tive administration of this part; or 

" (C) no longer substantially meets the ap
plicable conditions of this part. 

" (3) EFFECTIVE DATE OF CONTRACTS.-The 
effective date of any contract executed pur
suant to this section shall be specified in the 
contract. 

"(4) PREVIOUS TERMINATIONS.- The Sec
retary may not enter into a contract with a 
Medicare Choice organization if a previous 
contract with that organization under this 
section was terminated at the request of the 
organization within the preceding 5-year pe
riod, except in circumstances which warrant 
special consideration, as determined by the 
Secretary. 

"(5) No CONTRACTING AUTHORITY.-The au
thority vested in the Secretary by this part 
may be performed without regard to such 
provisions of law or regulations relating to 
the making, performance, amendment, or 
modification of contracts of the United 
States as the Secretary may determine to be 
inconsistent with the furtherance of the pur
pose of this title. 

" (d) PROTECTIONS AGAINST FRAUD AND BEN
EFICIARY PROTECTIONS.-

" (!) INSPECTION AND AUDIT.-Each contract 
under this section shall provide that the Sec
retary, or any person or organization des
ignated by the Secretary-

"(A) shall have the right to inspect or oth
erwise evaluate (i) the quality, appropriate
ness, and timeliness of services performed 
under the contract and (ii) the facilities of 
the organization when there is reasonable 
evidence of some need for such inspection, 
and 

" (B) shall have the right to audit and in
spect any books and records of the Medicare 
Choice organization that pertain (i) to the 
ability of the organization to bear the risk of 
potential financial losses, or (ii) to services 
performed or determinations of amounts 
payable under the contract. 

"(2) ENROLLEE NOTICE AT TIME OF TERMI
NATION.- Each contract under this section 
shall require the organization to provide 
(and pay for) written notice in advance of 
the contract's termination, as well as a de
scription of alternatives for obtaining bene
fits under this title, to each individual en
rolled with the organization under this part. 

" (3) DISCLOSURE.-
" (A) IN GENERAL.-Each Medicare Choice 

organization shall, in accordance with regu
lations of the Secretary, report to the Sec
retary financial information which shall in
clude the following: 

" (i) Such information as the Secretary 
may require demonstrating that the organi
zation has a fiscally sound operation. 

"(ii) A copy of the report, if any, filed with 
the Health Care Financing Administration 
containing the information required to be re
ported under section 1124 by disclosing enti
ties. 

" (iii) A description of transactions, as 
specified by the Secretary, between the orga-

nization and a party in interest. Such trans
actions shall include-

" (I) any sale or exchange, or leasing of any 
property between the organization and a 
party in interest; 

" (II) any furnishing for consideration of 
goods, services (including management serv
ices), or facilities between the organization 
and a party in interest, but not including 
salaries paid to employees for services pro
vided in the normal course of their employ
ment and health services provided to mem
bers by hospitals and other providers and by 
staff, medical group (or groups), individual 
practice association (or associations), or any 
combination thereof; and 

"(Ill) any lending of money or other exten
sion of credit between an organization and a 
party in interest. 
The Secretary may require that information 
reported respecting an organization which 
controls, is controlled by, or is under com
mon control with, another entity be in the 
form of a consolidated financial statement 
for the organization and ~uch entity. 

"(B) p ARTY IN INTEREST DEFINED.- For the 
purposes of this paragraph, the term 'party 
in interest' means-

"(i) any director, officer, partner, or em
ployee responsible for management or ad
ministration of a Medicare Choice organiza
tion, any person who is directly or indirectly 
the beneficial owner of more than 5 percent 
of the equity of the organization, any person 
who is the beneficial owner of a mortgage, 
deed of trust, note, or other interest secured 
by, and valuing more than 5 percent of the 
organization, and, in the case of a Medicare 
Choice organization organized as a nonprofit 
corporation, an incorporator or member of 
such corporation under applicable State cor
poration law; 

"(ii) any entity in which a person described 
in clause (i)-

" (I) is an officer or director; 
"(II) is a partner (if such entity is orga

nized as a partnership); 
"(III) has directly or indirectly a beneficial 

interest of more than 5 percent of the equity; 
or 

" (IV) has a mortgage, deed of trust, note, 
or other interest valuing more than 5 per
cent of the assets of such entity; 

" (iii) any person directly or indirectly con
trolling, controlled by, or under common 
control with an organization; and 

" (iv) any spouse, child, or parent of an in
dividual described in clause (i). 

" (C) ACCESS TO INFORMATION.-Each Medi
care Choice organization shall make the in
formation reported pursuant to subpara
graph (A) available to its enrollees upon rea
sonable request. 

" (4) LOAN INFORMATION .-The contract 
shall require the organization to notify the 
Secretary of loans and other special finan
cial arrangements which are made between 
the organization and subcontractors, affili
ates, and related parties. 

" (e) ADDITIONAL CONTRACT TERMS.-
" (!) IN GENERAL.-The contract shall con

tain such other terms and conditions not in
consistent with this part (including requir
ing the organization to provide the Sec
retary with such information) as the Sec
retary may find necessary and appropriate. 

" (2) COST-SHARING IN ENROLLMENT-RELATED 
cosTs.- The contract with a Medicare Choice 
organization shall require the payment to 
the Secretary for the organization's pro rata 
share (as determined by the Secretary) of the 
estimated costs to be incurred by the Sec
retary in carrying out section 1851 (relating 
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to enrollment and dissemination of informa
tion). Such payments are appropriated to de
fray the costs described in the preceding sen
tence, to remain available until expended. 

" (3) NOTICE TO ENROLLEES IN CASE OF DE
CERTIFICATION.-If a contract with a Medi
care Choice organization is terminated under 
this section, the organization shall notify 
each enrollee with the organization under 
this part of such termination. 

" (f) PROMPT PAYMENT BY MEDICARE CHOICE 
ORGANIZATION.-

"(!) REQUIREMENT.- A contract under this 
part shall require a Medicare Choice organi
zation to provide prompt payment (con
sistent with the provisions of sections 
1816(c)(2) and 1842(c)(2)) of claims submitted 
for services and supplies furnished to indi
viduals pursuant to the contract, if the serv
ices or supplies are not furnished under a 
contract between the organization and the 
provider or supplier. 

"(2) SECRETARY'S OPTION TO BYPASS NON
COMPLYING ORGANIZATION.-ln the case of a 
Medicare Choice eligible organization which 
the Secretary determines, after notice and 
opportunity for a hearing, has failed to make 
payments of amounts in compliance with 
paragraph (1), the Secretary may provide for 
direct payment of the amounts owed to pro
viders and suppliers for covered services and 
supplies furnished to individuals enrolled 
under this part under the contract. If the 
Secretary provides for the direct payments, 
the Secretary shall provide for an appro
priate reduction in the amount of payments 
otherwise made to the organization under 
this part to reflect the amount of the Sec
retary's payments (and the Secretary 's costs 
in making the payments). 

"(g) INTERMEDIATE SANCTIONS.-
"(! ) IN GENERAL.-If the Secretary deter

mines that a Medicare Choice organization 
with a contract under this section-

"(A) fails substantially to provide medi
cally necessary items and services that are 
required (under law or under the contract) to 
be provided to an individual covered under 
the contract, if the failure has adversely af
fected (or has substantial likelihood of ad
versely affecting) the individual; 

"(B) imposes net monthly premiums on in
dividuals enrolled under this part in excess 
of the net monthly premiums permitted; 

"(C) acts to expel or to refuse to re-enroll 
an individual in violation of the provisions of 
this part; 

" (D) engages in any practice that would 
reasonably be expected to have the effect of 
denying or discouraging enrollment (except 
as permitted by this part) by eligible individ
uals with the organization whose medical 
condition or history indicates a need for sub
stantial future medical services; 

"(E) misrepresents or falsifies information 
that is furnished-

"(i) to the Secretary under this part, or 
"(ii) to an individual or to any other entity 

under this part; 
"(F ) fails to comply with the requirements 

of section 1852(j)(3); or 
"(G) employs or contracts with any indi

vidual or entity that is excluded from par
ticipation under this title under section 1128 
or 1128A for the provision of health care , uti
lization review, medical social work, or ad
ministrative services or employs or con
tracts with any entity for the provision (di
rectly or indirectly) through such an ex
cluded individual or entity of such services; 
the Secretary may provide, in addition to 
any other remedies authorized by law, for 
any of the remedies described in paragraph 
(2) . 

"(2) R EMEDIES.-The remedies described in 
this paragraph are-

" (A) civil money penalties of not more 
than $25,000 for each determination under 
paragraph (1) or, with respect to a deter
mination under subparagraph (D) or (E)(i) of 
such paragraph, of not more than $100,000 for 
each such determination, plus, with respect 
to a de t ermination under paragraph (l)(B), 
double the excess amount charged in viola
tion of such paragraph (and the excess 
amount charged shall be deducted from the 
penalty and returned to the individual con
cerned) , and plus, with respect to a deter
mination under paragraph (l)(D) , $15,000 for 
each individual not enrolled as a result of 
the practice involved, 

" (B) suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under paragraph (1) and until the 
Secretary is satisfied that the basis for such 
determination has been corrected and is not 
likely to recur, or 

"(C) suspension of payment to the organi
zation under this part for individuals en
rolled after the date the Secretary notifies 
the organization of a determination under 
paragraph (1) and until the Secretary is sat
isfied tha t the basis for such determination 
has been corrected and is not likely to recur. 

" (3) OTHER INTERMEDIATE SANCTIONS.-ln 
the case of a Medicare Choice organization 
for which the Secretary makes a determina
tion under subsection (c)(2) the basis of 
which is not described in paragraph (1) , the 
Secretary may apply the following inter
mediate sanctions: 

" (A) Civil money penalties of not more 
than $25,000 for each determination under 
subsection (c)(2) if the deficiency that is the 
basis of the determination has directly ad
versely affected (or has the substantial like
lihood of adversely affecting) an individual 
covered under the organization's contract. 

"(B) Civil money penalties of not more 
than $10,000 for each week beginning after 
the initiation of procedures by the Secretary 
under subsection (g) during which the defi
ciency that is the basis of a determination 
under subsection (c)(2) exists. 

" (C) Suspension of enrollment of individ
uals under this part after the date the Sec
retary notifies the organization of a deter
mination under subsection (c)(2) and until 
the Secretary is satisfied that the deficiency 
that is the basis for the determination has 
been corrected and is not likely to recur. 

" (4) CIVIL MONEY PENALTIES.-The provi
sions of section 1128A (other than sub
sections (a) and (b)) shall apply to a civil 
money penalty under subsection (f) or under 
paragraph (2) or (3) of this subsection in the 
same manner as they apply to a civil money 
penalty or proceeding under section 1128A(a). 

" (h) P ROCEDURES FOR TERMINATION.-
" (!) IN GENERAL.-The Secretary may ter

minate a contract with a Medicare Choice 
organiza tion under this section in accord
ance with formal investigation and compli
ance procedures established by the Secretary 
under which-

"(A) the Secretary provides the organiza
tion wi th the reasonable opportunity to de
velop and implement a corrective action 
plan to correct the deficiencies that were the 
basis of the Secretary's determination under 
subsection (c)(2); 

"(B) the Secretary shall impose more .se
vere sanctions on an organization that has a 
history of deficiencies or that has not taken 
steps to correct deficiencies the Secretary 
has brought to the organization's attention; 

" (C) there are no unreasonable or unneces
sary delays between the finding of a defi
ciency and the imposition of sanctions; and 

" (D) the Secretary provides the organiza
tion with reasonable notice and opportunity 
for hearing (including the right to appeal an 
initial decision) before terminating the con
tract. 

" (2) EXCEPTION FOR IMMINENT AND SERIOUS 
RISK TO HEALTH.- Paragraph (1) shall not 
apply if the Secretary determines that a 
delay in termination, resulting from compli
ance with the procedures specified in such 
paragraph prior to termination, would pose 
an imminent and serious risk to the health 
of individuals enrolled under this part with 
the org·anization. 

"DEFINITIONS; MISCELLANEOUS PROVISIONS 
"SEC. 1859. (a) DEFINITIONS RELATING TO 

MEDICARE CHOICE 0RGANIZATIONS.- ln this 
part-

" (1) MEDICARE CHOICE ORGANIZA'rION.-The 
term 'Medicare Choice organization' means a 
public or private entity that is certified 
under section 1856 as meeting· the require
ments and standards of this part for such an 
organization. 

' ' (2) PROVIDER-SPONSORED ORGANIZATION.
The term 'provider-sponsored organization' 
is defined in section 1855(e)(l). 

" (b) DEFINITIONS RELATING TO MEDICARE 
CHOICE P LANS.-

" (l) MEDICARE CHOICE PLAN.-The term 
'Medicare Choice plan' means health benefits 
coverage offered under a policy, contract, or 
plan by a Medicare Choice organization pur
suant to and in accordance with a contract 
under section 1857. 

"(2) MEDICARE CHOICE UNRESTRICTED FEE
FOR-SERVICE PLAN.-The term 'Medicare 
Choice unrestricted fee-for-service plan' 
means a Medicare Choice plan that provides 
for coverage of benefits without restrictions 
relating to utilization and without regard to 
whether the provider has a contract or other 
arrangement with the organization offering 
the plan for the provision of such benefits. 

" (C) OTHER REFERENCES TO OTHER TERMS.
" (l) MEDICARE CHOICE ELIGIBLE INDI

VIDUAL.- The term 'Medicare Choice eligible 
individual ' is defined in section 185l(a)(3). 

" (2) MEDICARE CHOICE PAYMENT AREA.-The 
term 'Medicare Choice payment area ' is de
fined in section 1853(d). 

" (3) NATIONAL AVERAGE PER CAPITA GROWTH 
PERCENTAGE.-The 'national average per cap
ita growth percentage ' is defined in section 
1853(c)(6). 

" (4) MONTHLY PREMIUM; NET MONTHLY PRE
MIUM.-The terms 'monthly premium' and 
'net monthly premium' are defined in sec
tion 1854(a)(2). 

"(d) COORDINATED ACUTE AND LONG-TERM 
CARE BENEFITS UNDER A MEDICARE CHOICE 
PLAN.- Nothing in this part shall be con
strued as preventing a State from coordi
nating benefits under a medicaid plan under 
title XIX with those provided under a Medi
care Choice plan in a manner that assures 
continuity of a full-range of acute care and 
long-term care services to poor elderly or 
disabled individuals eligible for benefits 
under this title and under such plan . . 

" (e) RESTRICTION ON ENROLLMENT FORCER
TAIN MEDICARE CHOICE PLANS.-

"(l ) IN GENERAL.- ln the case of a Medicare 
Choice religious fraternal benefit society 
plan described in paragraph (2), notwith
standing any other provision of this part to 
the contrary and in accordance with regula
tions of the Secretary, the society offering 
the plan may restrict the enrollment of indi
viduals under this part to individuals who 
are members of the church, convention, or 
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group described in paragraph (3)(B) with 
which the society is affiliated. 

"(2) MEDICARE CHOICE RELIGIOUS FRATERNAL 
BENEFIT SOCIETY PLAN DESCRIBED.-For pur
poses of this subsection, a Medicare Choice 
religious fraternal benefit society plan de
scribed in this paragraph is a Medicare 
Choice plan described in section 1851(a)(2)(A) 
that-

"(A) is offered by a religious fraternal ben
efit society described in paragraph (3) only 
to members of the church, convention, or 
group described in paragraph (3)(B); and 

"(B) permits all such members to enroll 
under the plan without regard to health sta
tus-related factors. 
Nothing in this subsection shall be construed 
as waiving any plan requirements relating to 
financial solvency. In developing solvency 
standards under section 1856, the Secretary 
shall take into account open contract and 
assessment features characteristic of fra
ternal insurance certificates. 

"(3) RELIGIOUS FRATERNAL BENEFIT SOCIETY 
DEFINED.-For purposes of paragraph (2)(A), a 
'religious fraternal benefit society' described 
in this section is an organization that-

"(A) is exempt from Federal income tax
ation under section 50l(c)(8) of the Internal 
Revenue Code of 1986; 

"(B) is affiliated with, carries out the te
nets of, and shares a religious bond with, a 
church or convention or association of 
churches or an affiliated group of churches; 

"(C) offers, in addition to a Medicare 
Choice religious fraternal benefit society 
plan, at least the same level of health cov
erage to individuals not entitled to benefits 
under this title who are members of such 
church, convention, or group; and 

"(D) does not impose any limitation on 
membership in the society based on any 
health status-related factor. 

"(4) PAYMENT ADJUSTMENT.-Under regula
tions of the Secretary, in the case of individ
uals enrolled under this part under a Medi
care Choice religious fraternal benefit soci
ety plan described in paragraph (2), the Sec
retary shall provide for such adjustment to 
the payment amounts otherwise established 
under section 1854 as may be appropriate to 
assure an appropriate payment level, taking 
into account the actuarial characteristics 
and experience of such individuals. " . 
SEC. 5002. TRANSITIONAL RULES FOR CURRENT 

MEDICARE HMO PROGRAM. 
(a) AUTHORIZING TRANSITIONAL WAIVER OF 

50:50 RULE.- Section 1876(f) (42 u.s.c. 
1395mm(f)) is amended-

(1) in paragraph (1)-
(A) by striking "Each" and inserting " For 

contract periods beginning before January 1, 
1999, each"; and 

(B) by striking "or under a State plan ap
proved under title XIX"; 

(2) in paragraph (2), by striking " The Sec
retary" and inserting "Subject to paragraph 
( 4), the Secretary", and 

(3) by adding at the end the following: 
"(4) The Secretary may waive the require

ment imposed by paragraph (1) if the Sec
retary determines that the plan meets all 
other beneficiary protections and quality 
standards under this section.". 

(b) TRANSITION.-Section 1876 (42 u.s.c. 
1395mm) is amended by adding at the end the 
following new subsection: 

"(k)(l) Except as provided in paragraph (2) 
or (3), the Secretary shall not enter into, 
renew, or continue any risk-sharing contract 
under this section with an eligible organiza
tion for any contract year beginning on or 
after-

"(A) the · date standards for Medicare 
Choice organizations and plans are first es-

tablished under section 1856 with respect to 
Medicare Choice organizations that are in
surers or health maintenance organizations, 
or 

"(B) in the case of such an organization 
with such a contract in effect as of the date 
such standards were first established, 1 year 
after such date. 

"(2) The Secretary shall not enter into, 
renew, or continue any risk-sharing contract 
under this section with an eligible organiza
tion for any contract year beginning on or 
after January 1, 2000. 

"(3) An individual who is enrolled in part B 
only and is enrolled in an eligible organiza
tion with a risk-sharing contract under this 
section on December 31, 1998, may continue 
enrollment in such organization in accord
ance with regulations issued by not later 
than July 1, 1998. 

"(4) Notwithstanding subsection (a), the 
Secretary shall provide that payment 
amounts under risk-sharing contracts under 
this section for months in a year (beginning 
with January 1998) shall be computed-

"(A) with respect to individuals entitled to 
benefits under both parts A and B, by sub
stituting payment rates under section 1853(a) 
for the payment rates otherwise established 
under section 1876(a), and 

"(B) with respect to individuals only enti
tled to benefits under part B, by substituting 
an appropriate proportion of such rates (re
flecting the relative proportion of payments 
under this title attributable to such part) for 
the payment rates otherwise established 
under subsection (a). 
For purposes of carrying out this paragraph 
for payments for months in 1998, the Sec
retary shall compute, announce, and apply 
the payment rates under section 1853(a) (not
withstanding any deadlines specified in such 
section) in as timely a manner as possible 
and may (to the extent necessary) provide 
for retroactive adjustment in payments 
made under this section not in accordance 
with such rates.". 

(c) ENROLLMENT TRANSITION RULE.-An in
dividual who is enrolled on December 31, 
1998, with an eligible organization under sec
tion 1876 of the Social Security Act (42 
U.S.C. 1395mm) shall be considered to be en
rolled with that organization on January 1, 
1999, under part C of title XVIII of such Act 
if that organization has a . contract under 
that part for providing services on January 
1, 1999 (unless the individual has disenrolled 
effective on that date). 

( d) ADVANCE DIRECTIVES.-Section 1866(f) 
(42 U.S.C. 1395cc(f)) is amended-

(!) in paragraph (1)-
(A) by inserting " 1855(i), " after "1833(s), ", 

and 
(B) by inserting ", Medicare Choice organi

zation," after " provider of services"; and 
(2) in paragraph (2)(E), by inserting " or a 

Medicare Choice organization" after "sec
tion 1833(a)(l)(A)' '. 

(e) EXTENSION OF PROVIDER REQUIRE
MENT.-Section 1866(a)(l)(0) (42 U.S.C. 
1395cc(a)(l)(0)) is amended-

(1) by striking "in the case of hospitals and 
skilled nursing facilities,"; 

(2) by striking " inpatient hospital and ex
tended care"; 

(3) by inserting " with a Medicare Choice 
organization under part C or" after "any in
dividual enrolled"; and 

(4) by striking "(in the case of hospitals) or 
limits (in the case of skilled nursing facili
ties)". 

(f) ADDITIONAL CONFORMING CHANGES.-
(1) CONFORMING REFERENCES TO PREVIOUS 

PART C.-Any reference in law (in effect be-

fore the date of the enactment of this Act) to 
part C of title XVIII of the Social Security 
Act is deemed a reference to part D of such 
title (as in effect after such date). 

(2) SECRETARIAL SUBMISSION OF LEGISLATIVE 
PROPOSAL.-Not later than 90 days after the 
date of the enactment of this Act, the Sec
retary of Health and Human Services shall 
submit to the appropriate committees of 
Congress a legislative proposal providing for 
such technical and conforming amendments 
in the law as are required by the provisions 
of this chapter. 

(g) IMMEDIATE EFFECTIVE DATE FOR CER
TAIN REQUIREMENTS FOR DEMONSTRATIONS.
Section 1857(e)(2) of the Social Security Act 
(requiring contribution to certain costs re
lated to the enrollment process comparative 
materials) applies to demonstrations with 
respect to which enrollment is effected or co
ordinated under section 1851 of such Act. 

(h) USE OF INTERIM, FINAL REGULATIONS.
In order to carry out the amendments made 
by this chapter in a timely manner, the Sec
retary of Health and Human Services may 
promulgate regulations that take effect on 
an interim basis, after notice and pending 
opportunity for public comment. 

(i) TRANSITION RULE FOR PSO ENROLL
MENT.-In applying subsection (g)(l) of sec
tion 1876 of the Social Security Act (42 
U.S.C. 1395mm) to a risk-sharing contract 
entered into with an eligible organization 
that is a provider-sponsored organization (as 
defined in section 1855(e)(l) of su ch Act, as 
inserted by section 5001) for a contract year 
beginning on or after January 1, 1998, there 
shall be substituted for the minimum num
ber of enrollees provided under such section 
the minimum number of enrollees permitted 
under section 1857(b)(l) of such Act (as so in
serted) . 
SEC. 5003. CONFORMING CHANGES IN MEDIGAP 

PROGRAM. 

(a) CONFORMING AMENDMENTS TO MEDICARE 
CHOICE CHANGES.-Section 1882(d)(3)(A)(i) (42 
U.S.C. 1395ss(d)(3)(A)(i)) is amended-

(1) in the m atter before subclause (I ), by 
inserting " (including an individual electing 
a Medicare Choice plan under section 1851)" 
after " of this title"; and 

(2) in subclause (II)-
(A) by inserting " in the case of an indi

vidual not electing a Medicare Choice plan" 
after "(II)'', and 

(B) by inserting before the comma at the 
end the following: "or in the case of an indi
vidual electing a Medicare Choice plan, a 
medicare supplemental policy with knowl
edge that the policy duplicates health bene
fits to which the individual is otherwise enti
tled under the Medicare Choice plan or under 
another medicare supplemental policy". 

(b) CONFORMING AMENDMENTS.- Section 
1882(d)(3)(B)(i)(I) (42 U.S.C. 
1395ss(d)(3)(B)(i)(I)) is amended by inserting 
"(including any Medicare Choice plan)" after 
"health insurance policies". 

(C) MEDICARE CHOICE PLANS NOT TREATED 
AS MEDICARE SUPPLEMENTARY POLICIES.
Section 1882(g)(l) (42 U.S.C. 1395ss(g)(l)) is 
amended by inserting " or a Medicare Choice 
plan or" after "does not include" 

CHAPTER 2-INTEGRATED LONG-TERM 
CARE PROGRAMS 

Subchapter A-Programs of All-Inclusive 
Care for the Elderly (PACE) 

SEC. 5011. COVERAGE OF PACE UNDER IBE 
MEDICARE PROGRAM. 

Title XVIII of the Social Security Act (42 
U.S.C. 1395 et seq.) is amended by adding at 
the end the following new section: 
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"PAYMENTS TO, AND COVERAGE OF BENEFITS 

UNDER, PROGRAMS OF ALL-INCLUSIVE CARE 
FOR THE ELDERLY (PACE) 
"SEC. 1894. (a) RECEIPT OF BENEFITS 

THROUGH ENROLLMENT IN PACE PROGRAM; 
DEFINITIONS FOR PACE PROGRAM RELATED 
TERMS.-

"(l) BENEFITS THROUGH ENROLLMENT IN A 
PACE PROGRAM.-In accordance with this sec
tion, in the case of an individual who is enti
tled to benefits under part A or enrolled 
under part Band who is a PACE program eli
gible individual (as defined in paragraph (5)) 
with respect to a PACE program offered by a 
PACE provider under a PACE program agree
ment--

"(A) the individual may enroll in the pro
gram under this section; and 

"(B) so long as the individual is so enrolled 
and in accordance with regulations-

"(i) the individual shall receive benefits 
under this title solely through such program; 
and 

"(ii) the PACE provider is entitled to pay
ment under and in accordance with this sec
tion and such agreement for provision of 
such benefits. 

"(2) PACE PROGRAM DEFINED.-For pur
poses of this section and section 1932, the 
term 'PACE program' means a program of 
all-inclusive care for the elderly that meets 
the following requirements: 

"(A) OPERATION.-The entity operating the 
program is a PACE provider (as defined in 
paragraph (3)). 

"(B) COMPREHENSIVE BENEFITS.-The pro
gram provides comprehensive health care 
services to PACE program eligible individ
uals in accordance with the PACE program 
agreement and regulations under this sec
tion. 

"(C) TRANSITION.-In the case of an indi
vidual who is enrolled under the program 
under this section and whose enrollment 
ceases for any reason (including that the in
dividual no longer qualifies as a PACE pro
gram eligible individual, the termination of 
a PACE program agreement, or otherwise), 
the program provides assistance to the indi
vidual in obtaining necessary transitional 
care through appropriate referrals and mak
ing the individual's medical records avail
able to new providers. 

"(3) PACE PROVIDER DEFINED.-
"(A) IN GENERAL.-For purposes of this sec

tion, the term 'PACE provider' means an en
tity that--

"(i) subject to subparagraph (B), is (or is a 
distinct part of) a public entity or a private, 
nonprofit entity organized for charitable 
purposes under section 50l(c)(3) of the Inter
nal Revenue Code of 1986; and 

"(ii) has entered into a PACE program 
agreement with respect to its operation of a 
PACE program. 

"(B) TREATMENT OF PRIVATE, FOR-PROFIT 
PROVIDERS.-Clause (1) of subparagraph (A) 
shall not apply-

"(i) to entities subject to a demonstration 
project waiver under subsection (h); and 

"(ii) after the date the report under section 
5013(b) of the Balanced Budget Act of 1997 is 
submitted, unless the Secretary determines 
that any of the findings described in sub
paragraph (A), (B), (C), or (D) of paragraph 
(2) of such section are true. 

"(4) PACE PROGRAM AGREEMENT DEFINED.
For purposes of this section, the term 'PACE 
program agreement' means, with respect to a 
PACE provider, an agreement, consistent 
with this section, section 1932 (if applicable), 
and regulations promulgated to carry out 
such sections, between the PACE provider 
and the Secretary, or an agreement between 

the PACE provider and a State admin
istering agency for the operation of a PACE 
program by the provider under such sections. 

"(5) PACE PROGRAM ELIGIBLE INDIVIDUAL 
DEFINED.-For purposes of this section, the 
term 'PACE program eligible individual' 
means, with respect to a PACE program, an 
individual who-

"(A) is 55 years of age or older; 
"(B) subject to subsection (c)(4), is deter

mined under subsection (c) to require the 
level of care required under the State med
icaid plan for coverage of nursing facility 
services; 

"(C) resides in the service area of the 
PACE program; and 

"(D) meets such other eligibility condi
tions as may be imposed under the PACE 
program agreement for the program under 
subsection (e)(2)(A)(ii). 

"(6) p ACE PROTOCOL.-For purposes of this 
section, the term 'PACE protocol' means the 
Protocol for the Program of All-inclusive 
Care for the Elderly (PACE), as published by 
On Lok, Inc., as of April 14, 1995, or any suc
cessor protocol that may be agreed upon be
tween the Secretary and On Lok, Inc. 

"(7) PACE DEMONSTRATION WAIVER PRO
GRAM DEFINED.-For purposes of this section, 
the term 'PACE demonstration waiver pro
gram' means a demonstration program under 
either of the following sections (as in effect 
before the date of their repeal): 

"(A) Section 603(c) of the Social Security 
Amendments of 1983 (Public Law 98-21), as 
extended by section 9220 of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
(Public Law 99--272). 

"(B) Section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 (Public Law 99-
509). 

"(8) STATE ADMINISTERING AGENCY DE
FINED.-For purposes of this section, the 
term 'State administering agency' means, 
with respect to the operation of a PACE pro
gram in a State, the agency of that State 
(which may be the single agency responsible 
for administration of the State plan under 
title XIX in the State) responsible for admin
istering PACE program agreements under 
this section and section 1932 in the State. 

"(9) TRIAL PERIOD DEFINED.-
"(A) IN GENERAL.-For purposes of this sec

tion, the term 'trial period' means, with re
spect to a PACE program operated by a 
PACE provider under a PACE program agree
ment, the first 3 contract years under such 
agreement with respect to such program. 

"(B) TREATMENT OF ENTITIES PREVIOUSLY 
OPERATING PACE DEMONSTRATION WAIVER PRO
GRAMS.-Each contract year (including a 
year occurring before the effective date of 
this section) during which an entity has op
erated a PACE demonstration waiver pro
gram shall be counted under subparagraph 
(A) as a contract year during which the enti
ty operated a PACE program as a PACE pro
vider under a PACE program agreement. 

"(10) REGULATIONS.-For purposes of this 
section, the term 'regulations' refers to in
terim final or final regulations promulgated 
under subsection (f) to carry out this section 
and section 1932. 

"(b) SCOPE OF BENEFITS; BENEFICIARY 
SAFEGUARDS.-

"(!) IN GENERAL.-Under a PACE program 
agreement, a PACE provider shall-

" (A) provide to PACE program eligible in
dividuals, regardless of source of payment 
and directly or under contracts with other 
entities, at a minimum-

"(i) all items and services covered under 
this title (for individuals enrolled under this 
section) and all items and services covered 

under title XIX, but without any limitation 
or condition as to amount, duration, or scope 
and without application of deductibles, co
payments, coinsurance, or other cost-sharing 
that would otherwise apply under this title 
or such title, respectively; and 

"(ii) all additional items and services spec
ified in regulations, based upon those re
quired under the PACE protocol; 

"(B) provide such enrollees access to nec
essary covered items and services 24 hours 
per day, every day of the year; 

"(C) provide services to such enrollees 
through a comprehensive, multidisciplinary 
health and social services delivery system 
which integrates acute and long-term care 
services pursuant to regulations; and 

"(D) specify the covered items and services 
that will not be provided directly by the en
tity, and to arrange for delivery of those 
items and services through contracts meet
ing the requirements of regulations. 

"(2) QUALITY ASSURANCE; PATIENT SAFE
GUARDS.-The PACE program agreement 
shall require the PACE provider to have in 
effect at a minimum-

"(A) a written plan of quality assurance 
and improvement, and procedures imple
menting such plan, in accordance with regu
lations; and 

"(B) written safeguards of the rights of en
rolled participants (including a patient bill 
of rights and procedures for grievances and 
appeals) in accordance with regulations and 
with other requirements of this title and 
Federal and State law that are designed for 
the protection of patients. 

"(c) ELIGIBILITY DETERMINATIONS.-
"(!) IN GENERAL.-The determination of 

whether an individual is a PACE program el
igible individual-

"(A) shall be made under and in accordance 
with the PACE program agreement; and 

"(B) who is entitled to medical assistance 
under title XIX, shall be made (or who is not 
so entitled, may be made) by the State ad
ministering agency. 

"(2) CONDITION.-An individual is not a 
PACE program eligible individual (with re
spect to payment under this section) unless 
the individual's health status has been deter
mined by the Secretary or the State admin
istering agency, in accordance with regula
tions, to be comparable to the health status 
of individuals who have participated in the 
PACE demonstration waiver programs. Such 
determination shall be based upon informa
tion on health status and related indicators 
(such as medical diagnoses and measures of 
activities of daily living, instrumental ac
tivities of daily living, and cognitive impair
ment) that are part of a uniform minimum 
data set collected by PACE providers on po
tential eligible individuals. 

"(3) ANNUAL ELIGIBILITY RECERTIFI-
CATIONS.-

"(A) IN GENERAL.-Subject to subparagraph 
(B), the determination described in sub
section (a)(5)(B) for an individual shall be re
evaluated at least annually. 

"(B) EXCEPTION.-The requirement of an
nual reevaluation under subparagraph (A) 
may be waived during a period in accordance 
with regulations in those cases where the 
State administering agency determines that 
there is no reasonable expectation of im
provement or significant change in an indi
vidual's condition during the period because 
of the advanced age, severity of the advanced 
age, severity of chronic condition, or degree 
of impairment of functional capacity of the 
individual involved. 

"(4) CONTINUATION OF ELIGIBILITY.-An indi
vidual who is a PACE program eligible indi
vidual may be deemed to continue to be such 
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an individual notwithstanding a determina
tion that the individual no longer meets the 
requirement of subsection (a)(5)(B) if. in ac
cordance with regulations, in the absence of 
continued coverage under a PACE program 
the individual reasonably would be expected 
to meet such requirement within the suc
ceeding 6-month period. 

"(5) ENROLLMENT; DISENROLLMENT.-The 
enrollment and disenrollment of PACE pro
gram eligible individuals in a PACE program 
shall be pursuant to regulations and the 
PACE program agreement and shall permit 
enrollees to voluntarily disenroll without 
cause at any time. Such regulations and 
agreement shall provide that the PACE pro
gram may not disenroll a PACE program eli
gible individual on the ground that the indi
vidual has engaged in noncompliant behavior 
if such behavior is related to a mental or 
physical condition of the individual. For pur
poses of the preceding sentence, the term 
'noncompliant behavior' includes repeated 
noncompliance with medical advice and re
peated failure to appear for appointments. 

"(d) PAYMENTS TO PACE PROVIDERS ON A 
CAPITATED BASIS.-

"(1) IN GENERAL.-In the case of a PACE 
provider with a PACE program agreement 
under this section, except as provided in this 
subsection or by regulations, the Secretary 
shall make prospective monthly payments of 
a capitation amount for each PACE program 
eligible individual enrolled under the agree
ment under this section in the same manner 
and from the same sources as payments are 
made to an eligible organization under a 
risk-sharing contract under section 1876. 
Such payments shall be subject to adjust
ment in the manner described in section 
1876(a)(l)(E). 

"(2) CAPITATION AMOUNT.-The capitation 
amount to be applied under this subsection 
for a provider for a contract year shall be an 
amount specified in the PACE program 
agreement for the year. Such amount shall 
be based upon payment rates established 
under section 1876 for risk-sharing contracts 
and shall be adjusted to take into account 
the comparative frailty of PACE enrollees 
and such other factors as the Secretary de
termines to be appropriate. Such amount 
under such an agreement shall be computed 
in a manner so that the total payment level 
for all PACE program eligible individuals en
rolled under a program is less than the pro
jected payment under this title for a com
parable population not enrolled under a 
PACE program. 

"(e) PACE PROGRAM AGREEMENT.
"(l) REQUIREMENT.-
"(A) IN GENERAL.-The Secretary, in close 

cooperation with the State administering 
agency, shall establish procedures for enter
ing into, extending, and terminating PACE 
program agreements for the operation of 
PACE programs by entities that meet the re
quirements for a PACE provider under this 
section, section 1932, and regulations. 

"(B) NUMERICAL LIMITATION.-
"(i) IN GENERAL.-The Secretary shall not 

permit the number of PACE providers with 
which agreements are in effect under this 
section or under section 9412(b) of the Omni
bus Budget Reconciliation Act of 1986 to ex
ceed-

"(I) 40 as of the date of the enactment of 
this section; or 

"(II) as of each succeeding anniversary of 
such date, the numerical limitation under 
this subparagraph for the preceding year 
plus 20. 

Subclause (II) shall apply without regard to 
the actual number of agreements in effect as 
of a previous anniversary date. 

" (ii) TREATMENT OF CERTAIN PRIVATE, FOR
PROFIT PROVIDERS.-The numerical limita
tion in clause (i) shall not apply to a PACE 
provider that-

"(!) is operating under a demonstration 
project waiver under subsection (h); or 

" (II) was operating under such a waiver 
and subsequently qualifies for PACE pro
vider status pursuant to subsection 
(a)(3)(B)(ii). 

" (2) SERVICE AREA AND ELIGIBILITY.-
" (A) IN GENERAL.-A PACE program agree

ment for a PACE program-
" (i) shall designate the service area of the 

program; 
"(ii) may provide additional requirements 

for individuals to qualify as PACE program 
eligible individuals with respect to the pro
gram; 

''(iii) shall be effective for a contract year, 
but may be extended for additional contract 
years in the absence of a notice by a party to 
terminate and is subject to termination by 
the Secretary and the State administering 
agency at any time for cause (as provided 
under the agreement); 

" (iv) shall require a PACE provider to 
meet all applicable State and local laws and 
requirements; and 

"(v) shall have such additional terms and 
conditions as the parties may agree to. pro
vided that such terms and conditions are 
consistent with this section and regulations. 

" (B) SERVICE AREA OVERLAP.-In desig
nating a service area under a PACE program 
agreement under subparagraph (A)(i). the 
Secretary (in consultation with the State ad
ministering agency) may exclude from des
ignation an area that is already covered 
under another PACE program agreement, in 
order to avoid unnecessary duplication of 
services and avoid impairing the financial 
and service viability of an existing program. 

"(3) DATA COLLECTION; DEVELOPMENT OF 
OUTCOME MEASURES.-

"(A) DATA COLLECTION.-
" (i) IN GENERAL.-Under a PACE program 

agreement. the PACE provider shall-
"(!) collect data; 
"(II) maintain, and afford the Secretary 

and the State administering agency access 
to, the records relating to the program, in
cluding pertinent financial, medical, and 
personnel records; and 

" (III) make to the Secretary and the State 
administering agency reports that the Sec
retary finds (in consultation with State ad
ministering agencies) necessary to monitor 
the operation, cost, and effectiveness of the 
PACE program under this Act. 

"(ii) REQUIREMENTS DURING TRIAL PERIOD.
During the first 3 years of operation of a 
PACE program (either under this section or 
under a PACE demonstration waiver pro
gram), the PACE provider shall provide such 
additional data as the Secretary specifies in 
regulations in order to perform the oversight 
required under paragraph (4)(A). 

"(B) DEVELOPMENT OF OU'l'COME MEAS
URES.-Under a PACE program agreement, 
the PACE provider. the Secretary, and the 
State administering agency shall jointly co
operate in the development and implementa
tion of health status and quality of life out
come measures with respect to PACE pro
gram eligible individuals. 

"(4) OVERSIGHT.-
" (A) ANNUAL, CLOSE OVERSIGHT DURING 

TRIAL PERIOD.-During the trial period (as 
defined in subsection (a)(9)) with respect to a 
PACE program operated by a PACE provider, 

the Secretary (in cooperation with the State 
administering agency) shall conduct a com
prehensive annual review of the operation of 
the PACE program by the provider in order 
to assure compliance with the requirements 
of this section and regulations. Such a re
view shall include-

" (i) an on-site visit to the program site; 
" (ii) comprehensive assessment of a pro

vider's fiscal soundness; 
" (iii) comprehensive assessment of the pro

vider's capacity to provide all PACE services 
to all enrolled participants; 

''(iv) detailed analysis of the entity's sub
stantial compliance with all significant re
quirements of this section and regulations; 
and 

"(v) any other elements the Secretary or 
State agency considers necessary or appro
priate. 

"(B) CONTINUING OVERSIGHT.-After the 
trial period, the Secretary (in cooperation 
with the State administering agency) shall 
continue to conduct such review of the oper
ation of PACE providers and PACE programs 
as may be appropriate, taking into account 
the performance level of a provider and com
pliance of a provider with all significant re
quirements of this section and regulations. 

" (C) DISCLOSURE.-The results of reviews 
under this paragraph shall be reported 
promptly to the PACE provider, along with 
any recommendations for changes to the pro
vider's program, and shall be made available 
to the public upon request. 

"(5) TERMINATION OF PACE PROVIDER AGREE
MENTS.-

" (A) IN GENERAL.-Under regulations-
" (i) the Secretary or a Stat'e administering 

agency may terminate a PACE program 
agreement for cause; and 

" (ii) a PACE . provider may terminate an 
agreement after appropriate notice to the 
Secretary, the State agency, and enrollees. 

" (B) CAUSES FOR TERMINATION.- ln accord
ance with regulations establishing proce
dures for termination of PACE program 
agreements. the Secretary or a State admin:.. 
istering agency may terminate a PACE pro
gram agreement with a PACE provider for, 
among other reasons, the fact that-

"(i) the Secretary or State administering 
agency determines that-

"(!) there are significant deficiencies in 
the quality of care provided to enrolled par
ticipants; or 

"(II) the provider has failed to comply sub
stantially with conditions for a program or 
provider under this section or section 1932; 
and 

" (ii) the entity has failed to develop and 
successfully initiate, within 30 days of the 
receipt of written notice of such a deter
mination, a plan to correct the deficiencies, 
or has failed to continue implementation of 
such a plan. 

"(C) TERMINATION AND TRANSITION PROCE
DURES.-An entity whose PACE provider 
agreement is terminated under this para
graph shall implement the transition proce
dures required under subsection (a)(2)(C). 

"(6) SECRETARY'S OVERSIGHT; ENFORCEMENT 
AUTHORITY.-

" (A) IN GENERAL.-Under regulations, if the 
Secretary determines (after consultation 
with the State administering agency) that a 
PACE provider is failing substantially to 
comply with the requirements of this section 
and regulations, the Secretary (and the 
State administering agency) may take any 
or all of the following actions: 

" (i) Condition the continuation of the 
PACE program agreement upon timely exe
cution of a corrective action plan. 
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"(ii) Withhold some or all further pay

ments under the PACE program agreement 
under this section or section 1932 with re
spect to PACE program services furnished by 
such provider until the deficiencies have 
been corrected. 

"(iii) Terminate such agreement. 
"(B) APPLICATION OF INTERMEDIATE SANC

TIONS.-Under regulations, the Secretary 
may provide for the application against a 
PACE provider of remedies described in sec
tion 1876(1)(6)(B) or 1903(m)(5)(B) in the case 
of violations by the provider of the type de
scribed in section 1876(1)(6)lA) or 
1903(m)(5)(A), respectively (in relation to 
agreements, enrollees, and requirements 
under this section or section 1932, respec
tively). 

"(7) PROCEDURES FOR TERMINATION OR IMPO
SITION OF SANCTIONS.-Under regulations. the 
provisions of section 1876(i)(9) shall apply to 
termination and sanctions respecting a 
PACE program agreement and PACE pro
vider under this subsection in the same man
ner as they apply to a termination and sanc
tions with respect to a contract and an eligi
ble organization under section 1876. 

"(8) TIMELY CONSIDERATION OF APPLICA
TIONS FOR PACE PROGRAM PROVIDER STATUS.
In considering an application for PACE pro
vider program status, the application shall 
be deemed approved unless the Secretary, 
within 90 days after the date of the submis
sion of the application to the Secretary, ei
ther denies such request in writing or in
forms the applicant in writing with respect 
to any additional information that is needed 
in order to make a final determination with 
respect to the application. After the date the 
Secretary receives such additional informa
tion, the application shall be deemed ap
proved unless the Secretary, within 90 days 
of such date, denies such request. 

"(f) REGULATIONS.-
"(!) IN GENERAL.-The Secretary shall issue 

interim final or final regulations to carry 
out this section and section 1932. 

"(2) USE OF PACE PROTOCOL.-
"(A) IN GENERAL.-In issuing such regula

tions, the Secretary shall, to the extent con
sistent with the provisions of this section, 
incorporate the requirements applied to 
PACE demonstration waiver programs under 
the PACE protocol. 

"(B) FLEXIBILITY.-In order to provide for 
reasonable flexibility in adapting the PACE 
service delivery model to the needs of par
ticular organizations (such as those in rural 
areas or those that may determine it appro
priate to use nonstaff physicians according 
to State licensing law requirements) under 
this section and section 1932, the Secretary 
(in close consultation with State admin
istering agencies) may modify or waive pro
visions of the PACE protocol so long as any 
such modification or waiver is not incon
sistent with and would not impair the essen
tial elements, objectives, and requirements 
of this section, but may not modify or waive 
any of the following provisions: 

"(i) The focus on frail elderly qualifying 
individuals who require the level of care pro
vided in a nursing facility. 

"(ii) The delivery of comprehensive, inte
grated acute and long-term care services. 

" (iii) The interdisciplinary team approach 
to care management and service delivery. 

" (iv) Capitated, integrated financing that 
allows the provider to pool payments re
ceived from public and private programs and 
individuals. 

" (v) The assumption by the provider of full 
financial risk. 

"(3) APPLICATION OF CERTAIN ADDITIONAL 
BENEFICIARY AND PROGRAM PROTECTIONS.-

"(A) IN GENERAL.-In issuing such regula
tions and subject to subparagraph (B), the 
Secretary may apply with respect to PACE 
programs, providers, and agreements such 
requirements of sections 1876 and 1903(m) re
lating to protection of beneficiaries and pro
gram integrity as would apply to eligible or
ganizations under risk-sharing contracts 
under section 1876 and to health mainte
nance organizations under prepaid capitation 
agreements under section 1903(m). 

"(B) CONSIDERATIONS.- In issuing such reg
ulations, the Secretary shall-

" (1) take into account the differences be
tween populations served and benefits pro
vided under this section and under sections 
1876 and 1903(m); 

"(ii) not include any requirement that con
flicts with carrying out PACE programs 
under this section; and 

"(iii) not include any requirement restrict
ing the proportion of enrollees who are eligi
ble for benefits under this title or title XIX. 

"(g) WAIVERS OF REQUIREMENTS.-With re
spect to carrying out a PACE program under 
this section, the following requirements of 
this title (and regulations relating to such 
requirements) are waived and shall not 
apply: 

" (1) Section 1812, insofar as it limits cov
erage of institutional services. 

"(2) Sections 1813, 1814, 1833, and 1886, inso
far as such sections relate to rules for pay
ment for benefits. 

"(3) Sections 1814(a)(2)(B), 1814(a)(2)(C), and 
1835(a)(2)(A), insofar as they limit coverage 
of extended care services or home health 
services. 

"(4) Section 1861(1), insofar as it imposes a 
3-day prior hospitalization requirement for 
coverag'e of extended care services. 

"(5) Paragraphs (1) and (9) of section 
1862(a), insofar as they may prevent payment 
for PACE program services to individuals en
rolled under PACE programs. 

"(h) DEMONSTRATION PROJECT FOR FOR
PROFIT ENTITIES.-

"(l) IN GENERAL.-In order to demonstrate 
the operation of a PACE program by a pri
vate, for-profit entity, the Secretary (in 
close consultation with State administering 
agencies) shall grant waivers from the re
quirement under subsection (a)(3) that a 
PACE provider may not be a for-profit, pri
vate entity. 

"(2) SIMILAR TERMS AND CONDITIONS.-
"(A) IN GENERAL.- Except as provided 

under subparagraph (B), and paragraph (1), 
the terms and conditions for operation of a 
PACE program by a provider under this sub
section shall be the same as those for PACE 
providers that are nonprofit, private organi
zations. 

"(B) NUMERICAL LIMITATION.-The number 
of programs for which waivers are granted 
under this subsection shall not exceed 10. 
Programs with waivers granted under this 
subsection shall not be counted against the 
numerical limitation specified in subsection 
(e)(l)(B). 

" (l) MISCELLANEOUS PROVISIONS.- Nothing 
in this section or section 1932 shall be con
strued as preventing a PACE provider from 
entering· into contracts with other govern
mental or nongovernmental payers for the 
care of PACE program eligible individuals 
who are not eligible for benefits under part 
A, or enrolled under part B, or eligible for 
medical assistance under title XIX.". 
SEC. 5012. EFFECTIVE DATE; TRANSITION. 

(a) TIMELY ISSUANCE OF REGULATIONS; EF
FECTIVE DATE.-The Secretary of Health and 
Human Services shall promulgate regula
tions to carry out this subtitle in a timely 

manner. Such regulations shall be designed 
so that entities may establish and operate 
PACE programs under sections 1894 and 1932 
of the Social Security Act (as added by sec
tions 5011 and 5751 of this Act) for periods be
ginning not later than 1 year after the date 
of the enactment of this Act. 

(b) EXPANSION AND TRANSITION FOR PACE 
DEMONSTRATION PROJECT WAIVERS.-

(1) EXPANSION IN CURRENT NUMBER OF DEM
ONSTRATION PROJECTS.-Section 9412(b) of the 
Omnibus Budget Reconciliation Act of 1986, 
as amended by section 4118(g) of the Omnibus 
Budget Reconciliation Act of 1987, is amend
ed-

(A) in paragraph (1), by inserting before 
the period at the end the following: ", except 
that the Secretary shall grant waivers of 
such requirements up to the applicable nu
merical limitation specified in section 
1894(e)(l)(B) of the Social Security Act"; and 

(B) in paragraph (2)-
(i) in subparagraph (A), by striking ", in

cluding permitting the organization to as
sume progressively (over the initial 3-year 
period of the waiver) the full financial risk"; 
and 

(ii) in subparagraph (C), by adding at the 
end the following: "In granting further ex
tensions, an organization shall not be re
quired to provide for reporting of informa
tion which is only required because of the 
demonstration nature of the project.". 

(2) ELIMINATION OF REPLICATION REQUIRE
MENT.-Subparagraph (B) of paragraph (2) of 
such section shall not apply to waivers 
granted under such section after the date of 
the enactment of this Act. 

(3) TIMELY CONSIDERATION OF APPLICA
TIONS.- In considering an application for 
waivers under such section before the effec
tive date of repeals made under subsection 
(d), subject to the numerical limitation 
under the amendment made by paragraph (1), 
the application shall be deemed approved un
less the Secretary of Health and Human 
Services, within 90 days after the date of its 
submission to the Secretary, either denies 
such request in writing or informs the appli
cant in writing with respect to any addi
tional information which is needed in order 
to make a final determination with respect 
to the application. After the date the Sec
retary receives such additional information, 
the application shall be deemed approved un
less the Secretary, within 90 days of such 
date, denies such request. 

(C) PRIORITY AND SPECIAL CONSIDERATION IN 
APPLICATION.-During the 3-year period be
ginning on the date of enactment of this Act: 

(1) PROVIDER STATUS.-The Secretary of 
Health and Human Services shall give pri
ority, in processing applications of entities 
to qualify as PACE programs under section 
1894 or 1932 of the Social Security Act---

(A) first, to entities that are operating a 
PACE demonstration waiver program (as de
fined in section 1894(a)(7) of such Act); and 

(B) then entities that have applied to oper
ate such a program as of May 1, 1997. 

(2) NEW WAIVERS.-The Secretary shall give 
priority, in the awarding of additional waiv
ers under section 9412(b) of the Omnibus 
Budget Reconciliation Act of 1986-

(A) to any entities that have applied for 
such waivers under such section as of May 1, 
1997; and 

(B) to any entity that, as of May 1, 1997, 
has formally contracted with a State to pro
vide services for which payment is made on 
a capitated basis with an understanding that 
the entity was seeking to become a PACE 
provider. 
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CHAPTER 3-COMMISSIONS (3) SPECIAL CONSIDERATION.-The Secretary 

shall give special consideration, in the proc
essing of applications described in paragraph 
(1) and the awarding of waivers described in 
paragraph (2), to an entity which as of May 
1, 1997 through formal activities (such as en
tering into contracts for feasibility studies) 
has indicated a specific intent to become a 
PACE provider. 

(d) REPEAL OF CURRENT PACE DEMONSTRA
TION PROJECT WAIVER AUTHORITY.-

(1) IN GENERAL.-Subject to paragraph (2), 
the following provisions of law are repealed: 

(A) Section 603(c) of the Social Security 
Amendments of 1983 (Public Law 98-21). 

(B) Section 9220 of the Consolidated Omni
bus Budget Reconciliation Act of 1985 (Public 
Law 99-272). 

(C) Section 9412(b) of the Omnibus Budget 
Reconciliation Act of 1986 (Public Law 99-
509). 

(2) DELAY IN APPLICATION.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the repeals made by paragraph (1) shall 
not apply to waivers granted before the ini
tial effective date of regulations described in 
subsection (a). 

(B) APPLICATION TO APPROVED WAIVERS.
Such repeals shall apply to waivers granted 
before such date only after allowing such or
ganizations a transition period (of up to 24 
months) in order to permit sufficient time 
for an orderly transition from demonstration 
project authority to general authority pro
vided under the amendments made by this 
subtitle. 
SEC. 5013. STUDY AND REPORTS. 

(a) STUDY.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services (in close consultation 
with State administering agencies, as de
fined in section 1894(a)(8) of the Social Secu
rity Act) shall conduct a study of the quality 
and cost of providing PACE program services 
under the medicare and medicaid programs 
under the amend:rpents made by this sub
title. 

(2) STUDY OF PRIVATE, FOR-PROFI'l' PRO
VIDERS.-Such study shall specifically com
pare the costs, quality, and access to serv
ices by entities that are private, for-profit 
entities operating under demonstration 
projects waivers granted under section 
1894(h) of the Social Security Act with the 
costs, quality, and access to services of other 
PACE providers. 

(b) REPORT.-
(1) IN GENERAL.-Not later than 4 years 

after the date of enactment of this Act, the 
Secretary shall provide for a report to Con
gress on the impact of such amendments on 
quality and cost of services. The Secretary 
shall include in such report such rec
ommendations for changes in the operation 
of such amendments as the Secretary deems 
appropriate. 

(2) TREATMENT OF PRIVATE, FOR-PROFIT PRO
VIDERS.-The report shall include specific 
findings on whether any of the following 
findings is true: 

(A) The number of covered lives enrolled 
with entities operating under demonstration 
project waivers under section 1894(h) of the 
Social Security Act is fewer than 800 (or 
such lesser number as the Secretary may 
find statistically sufficient to make deter
minations respecting findings described in 
the succeeding subparagraphs). 

(B) The population enrolled with such enti
ties is less frail than the population enrolled 
with other PACE providers. 

(C) Access to or quality of care for individ
uals enrolled with such entities is lower than 
such access or quality for individuals en
rolled with other PACE providers. 

(D) The application of such section has re
sulted in an increase in expenditures under 
the medicare or medicaid programs above 
the expenditures that would have been made 
if such section did not apply. 

(C) INFORMATION INCLUDED IN ANNUAL REC
OMMENDATIONS.-The Physician Payment Re
view Commission shall include in its annual 
recommendations under section 1845(b) of the 
Social Security Act (42 U.S.C. 1395w-1), and 
the Prospective Payment Review Commis
sion shall include in its annual recommenda
tions reported under section 1886(e)(3)(A) of 
such Act (42 U.S.C. 1395ww(e)(3)(A)), rec
ommendations on the methodology and level 
of payments made to PACE providers under 
section 1894(d) of such Act and on the treat
ment of private, for-profit entities as PACE 
providers. References in the preceding sen
tence to the Physician Payment Review 
Commission and the Prospective Payment 
Review Commission shall be deemed to be 
references to the Medicare Payment Advi
sory Commission (MedP AC) established 
under section 5022(a) after the termination of 
the Physician Payment Review Commission 
and the Prospective Payment Review Com
mission provided for in section 5022(c)(2). 

Subchapter B-Social Health Maintenance 
Organizations 

SEC. 5015. SOCIAL HEAL TH MAINTENANCE ORGA
NIZATIONS (SHMOS). 

(a) EXTENSION OF DEMONSTRATION PROJECT 
AUTHORITIES.- Section 4018(b) of the Omni
bus Budget Reconciliation Act of 1987 is 
amended-

(1) in paragraph (1), by striking "1997" and 
inserting " 2000". and 

(2) in paragraph (4), by striking " 1998" and 
inserting " 2001". 

(b) EXPANSION OF CAP.-Section 13567(c) of 
the Omnibus Budget Reconciliation Act of 
1993 is amended by striking " 12,000" and in
serting "36,000". 

(C) REPORT ON INTEGRATION AND TRANSI
TION.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall submit to Con
gress, by not later than January 1, 1999, a 
plan for the integration of health plans of
fered by social health maintenance organiza
tions (including SHMO I and SHMO II sites 
developed under section 2355 of the Deficit 
Reduction Act of 1984 and under the amend
ment made by section 4207(b)(3)(B)(i) of 
OBRA-1990, respectively) and similar plans 
as an option under the Medicare Choice pro
gram under part C of title XVIII of the So
cial Security Act. 

(2) PROVISION FOR TRANSITION.-Such plan 
shall include a transition for social health 
maintenance organizations operating under 
demonstration project authority under such 
section. 

(3) PAYMENT POLICY.- The report shall also 
include recommendations on appropriate 
payment levels for plans offered by such or
ganizations, including an analysis of the ap
plication of risk adjustment factors appro
priate to the population served by such orga
nizations. 

Subchapter C-Other Programs 
SEC. 5018. EXTENSION OF CERTAIN MEDICARE 

COMMUNITY NURSING ORGANIZA
TION DEMONSTRATION PROJECTS. 

Notwithstanding any other provision of 
law, demonstration projects conducted under 
section 4079 of the Omnibus Budget Rec
onciliation Act of 1987 may be conducted for 
an additional period of 2 years, and the dead
line for any report required relating to the 
results of such projects shall be not later 
than 6 months before the end of such addi
tional period. 

SEC. 5021. NATIONAL BIPARTISAN COMMISSION 
ON THE FUTURE OF MEDICARE. 

(a) ESTABLISHMENT.- There is established a 
commission to be known as the National Bi
partisan Commission on the Future of Medi
care (in this section referred to as the " Com
mission"). 

(b) FINDINGS.- Congress finds that-
(1) the medicare program under title XVIII 

of the Social Security Act (42 U.S.C. 1395 et 
seq.) provides essential health care coverage 
to this Nation's senior citizens and to indi
viduals with disabilities; 

(2) the Federal Hospital Insurance Trust 
Fund established under that Act has been 
spending more than it receives since 1995, 
and will be bankrupt in the year 2001; 

(3) the Federal Hospital Insurance Trust 
Fund faces even greater solvency problems 
in the long run with the aging of the baby 
boom generation and the continuing decline 
in the number of workers paying into the 
medicare program for each medicare bene
ficiary; 

( 4) the trustees of the trust funds of the 
medicare program have reported that growth 
in spending within the Federal Supple
mentary Medical Insurance Trust Fund es
tablished under that Act is unsustainable; 
and 

(5) expeditious action is needed in order to 
restore the financial integrity of the medi
care program and to maintain this Nation's 
commitment to senior citizens and to indi
viduals with disabilities. 

(C) DUTIES OF THE COMMISSION.-The Com
mission shall-

(1) review and analyze the long-term finan
cial condition of the medicare program 
under title XVIII of the Social Security Act 
(42 U.S.C. 1395 et seq.); 

(2) identify problems that threaten the fi
nancial integrity of the Federal Hospital In
surance Trust Fund and the Federal Supple
mentary Medical Insurance Trust Fund es
tablished under that title (42 U.S.C. 1395i, 
1395t); 

(3) analyze potential solutions to the prob
lems identified under paragraph (2) that will 
ensure both the financial integrity of the 
medicare program and the provision of ap
propriate benefits under such program, in
cluding the extent to which current medi
care update indexes do not accurately reflect 
inflation; 

(4) make recommendations to restore the 
solvency of the Federal Hospital Insurance 
Trust Fund and the financial integrity of the 
Federal Supplementary Medical Insurance 
Trust Fund through the year 2030, when the 
last of the baby boomers reaches age 65; 

(5) make recommendations for establishing 
the appropriate financial structure of the 
medicare program as a whole; 

(6) make recommendations for establishing 
the appropriate balance of benefits covered 
and beneficiary contributions to the medi
care program; 

(7) make recommendations for the time pe
riods during which the recommendations de
scribed in paragraphs (4), (5), and (6) should 
be implemented; 

(8) make recommendations regarding the 
financing of graduate medical education 
(GME), including consideration of alter
native broad-based sources of funding for 
such education and funding for institutions 
not currently eligible for such GME support 
under the medicare program that conduct 
approved graduate medical residency pro
grams, such as children's hospitals; 

(9) make recorrimendations on the feasi
bility of allowing individuals between the 
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age of 62 and the medicare eligibility age to 
buy into the medicare program; 

(10) make recommendations on the impact 
of chronic disease and disability trends on 
future costs and quality of services under the 
current benefit, financing, and delivery sys
tem structure of the medicare program; and 

(11) review and analyze such other matters 
as the Commission deems appropriate. 

(d) MEMBERSHIP.-
(1) NUMBER AND APPOINTMENT.-The Com

mission shall be composed of 15 members, of 
whom-

(A) three shall be appointed by the Presi
dent; 

(B) six shall be appointed by the Majority 
Leader of the Senate, in consultation with 
the Minority Leader of the Senate, of whom 
not more than 4 shall be of the same polit
ical party; and 

(C) six shall be appointed by the Speaker of 
the House of Representatives, in consulta
tion with the Minority Leader of the House 
of Representatives, of whom not more than 4 
shall be of the same political party. 

(2) COMPTROLLER GENERAL.- The Comp
troller General of the United States shall ad
vise the Commission on the methodology to 
be used in identifying problems and ana
lyzing potential solutions in accordance with 
the duties of the Commission described in 
subsection (c). 

(3) TERMS OF APPOINTMENT.-The members 
shall serve on the Commission for the life of 
the Commission. 

(4) MEETINGS.-The Commission shall lo
cate its headquarters in the District of Co
lumbia, and shall meet at the call of the 
Chairperson. 

(5) QUORUM.-Ten members of the Commis
sion shall constitute a quorum, but a lesser 
number may hold hearings. 

(6) CHAIRPERSON.- The Speaker of the 
House of Representatives, in consultation 
with the Majority Leader of the Senate, 
shall designate 1 of the members appointed 
under paragraph (1) as Chairperson of the 
Commission. 

(7) V ACANCIES.-A vacancy on the Commis
sion shall be filled in the same manner in 
which the original appointment was made 
not later than 30 days after the Commission 
is given notice of the vacancy. 

(8) COMPENSATION.- Members of the Com
mission shall receive no additional pay, al
lowances, or benefits by reason of their serv
ice on the Commission. 

(9) EXPENSES.-Each member of the Com
mission shall receive travel expenses and per 
diem in lieu of subsistence in accordance 
with sections 5702 and 5703 of title 5, United 
States Code. 

(e) STAFF AND SUPPORT SERVICES.
(1) EXECUTIVE DIRECTOR.-
(A) APPOINTMENT.-The Chairperson shall 

appoint an executive director of the Commis
sion. 

(B) CoMPENSATION.- The executive director 
shall be paid the rate of basic pay for level V 
of the Executive Schedule. 

(2) STAFF.-With the approval of the Com
mission, the executive director may appoint 
such personnel as the executive director con
siders appropriate. 

(3) APPLICABILITY OF CIVIL SERVICE LAWS.
The staff of the Commission shall be ap
pointed without regard to the provisions of 
title 5, United States Code, governing ap
pointments in the competitive service, and 
shall be paid without regard to the provi
sions of chapter 51 and subchapter III of 
chapter 53 of such title (relating to classi
fication and General Schedule pay rates). 

(4) EXPERTS AND CONSULTANTS.-With the 
approval of the Commission, the executive 

director may procure temporary and inter
mittent services under section 3109(b) of title 
5, United States Code. 

(5) STAFF OF FEDERAL AGENCIES.-Upon the 
request of the Commission, the head of any 
Federal agency may detail any of the per
sonnel of such agency to the Commission to 
assist in carrying out the duties of the Com
mission. 

(6) OTHER RESOURCES.- The Commission 
shall have reasonable access to materials, re
sources, statistical data, and other informa
tion from the Library of Congress and agen
cies and elected representatives of the execu
tive and legislative branches of the Federal 
Government. The Chairperson of the Com
mission shall make requests for such access 
in writing when necessary. 

(7) PHYSICAL FACILITIES.-The Adminis
trator of the General Services Administra
tion shall locate suitable office space for the 
operation of the Commission. The facilities 
shall serve as the headquarters of the Com
mission and shall include all necessary 
equipment and incidentals required for the 
proper functioning of the Commission. 

(f) POWERS OF COMMISSION.-
(1) HEARINGS.-The Commission may con

duct public hearings or forums at the discre
tion of the Commission, at any time and 
place the Commission is able to secure facili
ties and witnesses, for the purpose of car
rying out the duties of the Commission. 

(2) GIFTS.- The Commission may accept, 
use, and dispose of gifts or donations of serv
ices or property. 

(3) MAILS.-The Commission may use the 
United States mails in the same manner and 
under the same conditions as other Federal 
agencies . . 

(g) REPORT.- Not later than 1 year after 
the date of the enactment of this Act, the 
Commission shall submit a report to the 
President and Congress which shall contain a 
detailed statement of the recommendations, 
findings, and conclusions of the Commission. 

(h) TERMINATION.- The Commission shall 
terminate on the date which is 30 days after 
the date the Commission submits its report 
to the President and to Congress under sub
section (g). 

(i) FUNDING.- There is authorized to be ap
propriated to the Commission such sums as 
are necessary to carry out the purposes of 
this section. Sums appropriated under this 
subsection shall be paid equally from the 
Federal Hospital Insurance Trust Fund and 
from the Federal Supplementary Medical In
surance Trust Fund under title XVIII of the 
Social Security Act (42 U.S.C. 1395i, 1395t). 
SEC. 5022. MEDICARE PAYMENT ADVISORY COM-

MISSION. 
(a) IN GENERAL.-Title XVIII is amended by 

inserting after section 1804 the following new 
section: 

" MEDICARE PAYMENT ADVISORY COMMISSION 
" SEC. 1805. (a) ESTABLISHMENT.-There is 

hereby established the Medicare Payment 
Advisory Commission (in this section re
ferred to as the 'Commission'). 

"(b) DUTIES.-
"(l) R EVIEW OF PAYMENT POLICIES AND AN

NUAL REPORTS.- The Commission shall-
"(A) review payment policies under this 

title, including the topics described in para
graph (2); 

"(B) make recommendations to Congress 
concerning such payment policies; 

"(C) by not later than March 1 of each year 
(beginning with 1998), submit a report to 
Congress containing the results of such re
views and its recommendations concerning 
such policies; and 

"(D) by not later than June 1 of each year 
(beginning with 1998), submit a report to 

Congress containing an examination of 
issues affecting the medicare program, in
cluding the implications of changes in health 
care delivery in the United States and in the 
market for health care services on the medi
care program. 

"(2) SPECIFIC TOPICS TO BE REVIEWED.-
"(A) MEDICARE CHOICE PROGRAM.-Specifi

cally, the Commission shall review, with re
spect to the Medicare Choice program under 
part C, the following: 

"(i) The methodology for making payment 
to plans under such program, including the 
making of differential payments and the dis
tribution of differential updates among dif
ferent payment areas. 

"(ii) The mechanisms used to adjust pay
ments for risk and the need to adjust such 
mechanisms to take into account health sta
tus of beneficiaries. 

"(111) The implications of risk selection 
both among Medicare Choice organizations 
and between the Medicare Choice option and 
the traditional medicare fee-for-service op
tion. 

"(iv) The development and implementation 
of mechanisms to assure the quality of care 
for those enrolled with Medicare Choice or
ganizations. 

"(v) The impact of the Medicare Choice 
program on access to care for medicare bene
ficiaries. 

" (vi) Other major issues in implementation 
and further development of the Medicare 
Choice program. 

"(B) TRADITIONAL MEDICARE FEE-FOR-SERV
ICE SYSTEM.-Specifically, the Commission 
shall review payment policies under parts A 
and B, including-

"(i) the factors affecting expenditures for 
services in different sectors, including the 
process for updating hospital, skilled nursing 
facility, physician, and other fees, 

"(ii) payment methodologies, and 
"(iii) their relationship to access and qual

ity of care for medicare beneficiaries. 
"(C) INTERACTION OF MEDICARE PAYMENT 

POLICIES WITH HEALTH CARE DELIVERY GEN
ERALLY.-Speclfically, the Commission shall 
review the effect of payment policies under 
this title on the delivery of health care serv
ices other than under this title and assess 
the implications of changes in health care 
delivery in the United States and in the gen
eral market for health care services on the 
medicare program. 

"(3) COMMEN'l'S ON CERTAIN SECRETARIAL RE
PORTS.-If the Secretary submits to Congress 
(or a committee of Congress) a report that is 
required by law and that relates to payment 
policies under this title, the Secretary shall 
transmit a copy of the report to the Commis
sion. The Commission shall review the report 
and, not later than 6 months after the date 
of submittal of the Secretary's report to 
Congress, shall submit to the appropriate 
committees of Congress written comments 
on such report. Such comments may include 
such recommendations as the Commission 
deems appropriate. 

"(4) AGENDA AND ADDITIONAL REVIEWS.-The 
Commission shall consult periodically with 
the chairmen and ranking minority members 
of the appropriate committees of Congress 
regarding the Commission's agenda and 
progress towards achieving the agenda. The 
Commission may conduct additional reviews, 
and submit additional reports to the appro
priate committees of Congress, from time to 
time on such topics relating to the program 
under this title as may ·be requested by such 
chairmen and members and as the Commis
sion deems appropriate. 

''(5) AVAILABILITY OF REPORTS.- The Com
mission shall transmit to the Secretary a 
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copy of each report submitted under this 
subsection and shall make such reports 
available to the public. 

"(6) APPROPRIATE COMMITTEES OF CON
GRESS.-For purposes of this section, the 
term 'appropriate committees of Congress ' 
means the Committees on Ways and Means 
and Commerce of the House of Representa:.. 
tives and the Committee on Finance of the 
Senate. 

" (c) MEMBERSHIP.-
"(l) NUMBER AND APPOINTMENT.-The Com

mission shall be composed of 15 members ap
pointed by the Comptroller General. 

"(2) QUALIFICATIONS.-
"(A) IN GENERAL.-The membership of the 

Commission shall include individuals with 
national recognition for their expertise in 
health finance and economics; actuarial 
science, health facility management, health 
plans and integrated delivery systems, reim
bursement of health facilities, allopathic and 
osteopathic physicians, and other providers 
of health services, and other related fields, 
who provide a mix of different professionals, 
broad geographic representation, and a bal
ance between urban and rural representa
tives. 

"(B) INCLUSION.- The membership of the 
Commission shall include (but not be limited 
to) physicians and other health profes
sionals, employers, third-party payers, indi
viduals skilled in the conduct and interpre
tation of biomedical, health services, and 
health economics research and expertise in 
outcomes and effectiveness research and 
technology assessment. Such membership 
shall also include representatives of con
sumers and the elderly. 

"(C) MAJORITY NONPROVIDERS.- Individuals 
who are directly involved in the provision, or 
management of the delivery, of items and 
services covered under this title shall not 
constitute a majority of the membership of 
the Commission. 

"(D) ETHICAL DISCLOSURE.- The Comp
troller General shall establish a system for 
public disclosure by members of the Commis
sion of financial and other potential con
flicts of interest relating to such members. 

"(3) TERMS.-
"(A) IN GENERAL.- The terms of members 

of the Commission shall be for 3 years except 
that the Comptroller General shall designate 
staggered terms for the members first ap
pointed. 

"(B) V ACANCIES.-Any member appointed 
to fill a vacancy occurring before the expira
tion of the term for which the member 's 
predecessor was appointed shall be appointed 
only for the remainder of that term. A mem
ber may serve after the expiration of that 
member 's term until a successor has taken 
office. A vacancy in the Commission shall be 
filled in the manner in which the original ap
pointment was made. 

"(4) COMPENSATION.-While serving on the 
business of the Commission (including trav
eltime), a member of the Commission shall 
be entitled to compensation at the per diem 
equivalent of the rate provided for level IV of 
the Executive Schedule under section 5315 of 
title 5, United States Code; and while so 
serving away from home and the member's 
regular place of business, a member may be 
allowed travel expenses, as authorized by the 
Chairman of the Commission. Physicians 
serving as personnel of the Commission may 
be provided a physician comparability allow
ance by the Commission in the same manner 
as Government physicians may be provided 
such an allowance by an agency under sec
tion 5948 of title 5, United States Code, and 
for such purpose subsection (i) of such sec-

tion shall apply to the Commission in the 
same manner as it applies to the Tennessee 
Valley Authority. For purposes of pay (other 
than pay of members of the Commission) and 
employment benefits, rights, and privileges, 
all personnel of the Commission shall be 
treated as if they were employees of the 
United States Senate. 

"(5) CHAIRMAN; VICE CHAIRMAN.-The Comp
troller General shall designate a member of 
the Commission, at the time of appointment 
of the member, as Chairman and a member 
as Vice Chairman for that term of appoint
ment. 

"(6) MEETINGS.-The Commission shall 
meet at the call of the Chairman. 

"(d) DIRECTOR AND STAFF; EXPERTS AND 
CONSULTANTS.- Subject to such review as the 
Comptroller General deems necessary to as
sure the efficient administration of the Com
mission, the Commission may-

"(1) employ and fix the compensation of an 
Executive Director (subject to the approval 
of the Comptroller General) and such other 
personnel as may be necessary to carry out 
its duties (without regard to the provisions 
of title 5, United States Code, governing ap
pointments in the competitive service); 

"(2) seek such assistance and support as 
may be required in the performance of its du
ties from appropriate Federal departments 
and agencies; 

"(3) enter into contracts or make other ar
rangements, as may be necessary for the 
conduct of the work of the Commission 
(without regard to section 3709 of the Re
vised Statutes (41 U.S.C. 5)); 

"(4) make advance, progress, and other 
payments which relate to the work of the 
Commission; 

"(5) provide transportation and subsistence 
for persons serving without compensation; 
and 

"(6) prescribe such rules and regulations as 
it deems necessary with respect to the inter
nal organization and operation of the Com
mission. 

"(e) POWERS.-
"(!) OBTAINING OFFICIAL DA'I'A.- The Com

mission may secure directly from any de
partment or agency of the United States in
formation necessary to enable it to carry out 
this section. Upon request of the Chairman, 
the head of that department or agency shall 
furnish that information to the Commission 
on an agreed upon schedule. 

"(2) DATA COLLECTION.- In order to carry 
out its functions, the Commission shall-

"(A) utilize existing information, both pub
lished and unpublished, where possible, col
lected and assessed either by its own staff or 
under other arrangements made in accord
ance with this section, 

"(B) carry out, or award grants or con
tracts for, original research and experimen
tation, where existing information is inad
equate, and 

"(C) adopt procedures allowing any inter
ested party to submit information for the 
Commission's use in making reports and rec
ommendations. 

"(3) ACCESS OF GAO TO INFORMATION.-The 
Comptroller General shall have unrestricted 
access to all deliberations, records, and non
proprietary data of the Commission, imme
diately upon request. 

"(4) PERIODIC AUDIT.- The Commission 
shall be subject to periodic audit by the 
Comptroller General. 

"(f) AUTHORIZATION OF APPROPRIATIONS.
"(!) REQUEST FOR APPROPRIATIONS.-The 

Commission shall submit requests for appro
priations in the same manner as the Comp
troller General submits requests for appro-

priations, but amounts appropriated for the 
Commission shall be separate from amounts 
appropriated for the Comptroller General. 

" (2) AUTHORIZATION.-There are authorized 
to be appropriated such sums as may be nec
essary to carry out the provisions of this sec
tion. Sixty percent of such appropriation 
shall be payable from the Federal Hospital 
Insurance Trust Fund, and 40 percent of such 
appropriation shall be payable from the Fed
eral Supplementary Medical Insurance Trust 
Fund. ''. 

(b) ABOLITION OF PROPAC AND PPRC.
(1) PROPAC.-
(A) IN GENERAL.-Section 1886(e) (42 u.s.c. 

1395ww( e)) is amended-
(i) by striking paragraphs (2) and (6); and 
(ii) in paragraph (3), by striking "(A) The 

Commission" and all that follows through 
"(B)". 

(B) CONFORMING AMENDMENT.-Section 1862 
(42 U.S.C. 1395y) is amended by striking 
" Prospective Payment Assessment Commis
sion" each place it appears in subsection 
(a)(l)(D) and subsection (i) and inserting 
''Medicare Payment Advisory Commission' '. 

(2) PPRC.-
(A) IN GENERAL.-Title XVIII is amended 

by striking section 1845 (42 U.S.C. 1395w-l). 
(B) ELIMINATION OF CERTAIN REPORTS.-Sec

tion 1848 (42 U.S.C. 1395w-4) is amended-
(i) by striking subparagraph (F) of sub

section (d)(2), 
(ii) by striking subparagraph (B) of sub

section (f)(l), and 
(iii) in subsection (f)(3), by striking "Phy

sician Payment Review Commission,". 
(C) CONFORMING AMENDMENTS.-Section 

1848 (42 U.S.C. 1395w-4) is amended by strik
ing " Physician Payment Review Commis
sion" and inserting " Medicare Payment Ad
visory Commission" each place it appears in 
subsections (c)(2)(B)(iii), (g)(6)(C), and 
(g)(7)(C). 

(C) EFFECTIVE DATE; TRANSITION.-
(1) IN GENERAL.-The Comptroller General 

shall first provide for appointment of mem
bers to the Medicare Payment Advisory 
Commission (in this subsection referred to as 
" MedPAC") by not later than September 30, 
1997. 

(2) TRANSITION.- As quickly as possible 
after the date a majority of members of 
MedPAC are first appointed, the Comptroller 
General, in consultation with the Prospec
tive Payment Assessment Commission (in 
this subsection referred to as "ProPAC") and 
the Physician Payment Review Commission 
(in this subsection referred to as " PPRC"), 
shall provide for the termination of the 
ProPAC and the PPRC. As of the date ofter
mination of the respective Commissions, the 
amendments made by paragraphs (1) and (2), 
respectively, of subsection (b) become effec
tive. The Comptroller General, to the extent 
feasible, shall provide for the transfer to the 
MedP AC of assets and staff of the ProP AC 
and the PPRC, without any loss of benefits 
or seniority by virtue of such transfers. Fund 
balances available to the ProPAC or the 
PPRC for any period shall be available to the 
MedP AC for such period for like purposes. 

(3) CON'rINUING RESPONSIBILITY FOR RE-
. PORTS.-The MedP AC shall be responsible for 
the preparation and submission of reports re
quired by law to be submitted (and which 
have not been submitted by the date of es
tablishment of the MedPAC) by the ProPAC 
and the PPRC, and, for this purpose, any ref
erence in law to either such Commission is 
deemed, after the appointment of the 
MedPAC, to refer to the MedPAC. 
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CHAPTER 4-MEDIGAP PROTECTIONS 

SEC. 5031. MEDIGAP PROTECTIONS. 
(a) GUARANTEEING ISSUE WITHOUT PRE

EXISTING CONDITIONS FOR CONTINUOUSLY COV
ERED lNDIVIDUALS.-Section 1882(s) (42 u.s.c. 
1395ss(s)) is amended-

(!) in paragraph (3), by striking " para
graphs (1) and (2)" and inserting "this sub
section" , 

(2) by redesignating paragraph (3) as para
graph (4), and 

(3) by inserting after paragraph (2) the fol
lowing new paragraph: 

"(3)(A) The issuer of a medicare supple
mental policy-

"(i) may not deny or condition the 
issuance or effectiveness of a medicare sup
plemental policy described in subparagraph 
(C) that is offered and is available · for 
issuance to new enrollees by such issuer; 

"(ii) may not discriminate in the pricing of 
such policy, because of health status, claims 
experience, receipt of health care, or medical 
condition; and 

"(iii) may not impose an exclusion of bene
fits based on a pre-existing condition under 
such policy, 
in the case of an individual described in sub
paragraph (B) who seeks to enroll under the 
policy not later than 63 days after the date of 
the termination of enrollment described in 
such subparagraph and who submits evidence 
of the date of termination or disenrollment 
along with the application for such medicare 
supplemental policy. 

"(B) An individual described in this sub
paragraph is an individual described in any 
of the following clauses: 

"(1) The individual is enrolled under an 
employee welfare benefit plan that provides 
health benefits that supplement the benefits 
under this title and the plan terminates or 
ceases to provide all such supplemental 
health benefits to the individual. 

"(ii) The individual is enrolled with a 
Medicare Choice organization under a Medi
care Choice plan under part C, and there are 
circumstances permitting discontinuance of 
the individual 's election of the plan under 
section 185l(e)(4). · 

"(iii) The individual is enrolled with an eli
gible organization under a contract under 
section 1876, a similar organization operating 
under demonstration project authority, with 
an organization under an agreement under 
section 1833(a)(l)(A), or with an organization 
under a policy described in subsection (t), 
and such enrollment ceases under the same 
circumstances that would permit discontinu
ance of an individual 's election of coverage 
under section 1851(c)(4) and, in the case of a 
policy described in subsection (t), there is no 
provision under applicable State law for the 
continuation of coverage under such policy. 

"(iv) The individual is enrolled under a 
medicare supplemental policy under this sec
tion and such enrollment ceases because-

"(!) of the bankruptcy or insolvency of the 
issuer or because of other involuntary termi
nation of coverage or enrollment under such 
policy and there is no provision under appli
cable State law for the continuation of such 
coverage; 

"(II) the issuer of the policy substantially 
violated a material provision of the policy; 
or 

"(III) the issuer (or an agent or other enti
ty acting on the issuer's behalf) materially 
misrepresented the policy's provisions in 
marketing the policy to the individual. 

"(v) The individual-
"(!) was enrolled under a medicare supple

mental policy under this section, 
"(II) subsequently terminates such enroll

ment and enrolls, for the first time, with any 

Medicare Choice organization under a Medi
care Choice plan under part C, any eligible 
organiza tion under a contract under section 
1876, any similar organization operating 
under demonstration project authority, any 
organization under an agreement under sec
tion 1833(a)(l)(A), or any policy described in 
subsection (t), and 

"(III) the subsequent enrollment under 
subclause (II) is terminated by the enrollee 
during the first 12 months of such enroll
ment. 

"(vi) The individual, upon first becoming 
eligible for medicare at age 65, enrolls in a 
Medicare Choice plan and within 12 months 
of such enrollment, disenrolls from such 
plan. 

"(C)(i) Subject to clauses (ii), a medicare 
supplemental policy described in this sub
paragraph is a policy the benefits under 
which are comparable or lessor in relation to 
the benefits under the plan, policy, or con
tract described in the applicable clause of 
subparagraph (B ). 

"(ii) Only for purposes of an individual de
scribed in subparagraph (B)(vi), a medicare 
supplemental policy described in this sub
paragraph shall include any medicare supple
mental policy. 

"(D) At the time of an event described in 
subparagraph (B) because of which an indi
vidual ceases enrollment or loses coverage or 
benefits under a contract or agreement, pol
icy, or plan, the organization that offers the 
contract or agreement, the insurer offering 
the policy, or the administrator of the plan, 
respectively, shall notify the individual of 
the rights of the individual, and obligations 
of issuers of medicare supplemental policies, 
under subparagraph (A).". 

(b) LIMITATION ON IMPOSITION OF PRE
EXISTING CONDITION EXCLUSION DURING INI
TIAL OPEN ENROLLMENT PERIOD.-Section 
1882(s)(2) (42 U.S.C. 1395ss(s)(2)) is amended-

(1) in subparagraph (B), by striking "sub
paragraph (C)'' and inserting "subparagraphs 
(C) and (D)" , and 

(2) by adding at the end the following new 
subparagraph: 

" (D) In the case of a policy issued during 
the 6-month period described in subpara
graph (A) to an individual who is 65 years of 
age or older as of the date of issuance and 
who as of the date of the application for en
rollment has a continuous period of cred
itable coverage (as defined in section 2701(c) 
of the Public Health Service Act) of-

" (i) at least 6 months, the policy may not 
exclude benefits based on a pre-existing con
dition; or 

"(ii) less than 6 months, if the policy ex
cludes benefits based on a preexisting condi
tion, the policy shall reduce the period of 
any preexisting condition exclusion by the 
aggregate of the periods of creditable cov
erage (if any, as so defined) applicable to the 
individual as of the enrollment date. 
The Secretary shall specify the manner of 
the reduction under clause (11), based upon 
the rules used by the Secretary in carrying 
out sec ti on 2701(a)(3) of such Act. " . 

(C) E1'CTENDING 6-MONTH INITIAL ENROLL
MENT PERIOD TO NON-ELDERLY MEDICARE 
BENEFICIARIES.-Section 1882(s)(2)(A)(ii) of 
(42 U.S.C. 1395ss(s)(2)(A)) is amended by 
striking "is submitted" and all that follows 
and inserting the following: "is submitted-

" (!) before the end of the 6-month period 
beginning with the first month as of the first 
day on which the individual is 65 years of age 
or older and is enrolled for benefits under 
part B; and 

"(II) at the time the individual first be
comes eligible for benefits under part A pur-

suant to section 226(b) and is enrolled for 
benefits under part B, before the end of the 
6-month period beginning with the first 
month as of the first day on which the indi
vidual is so eligible and so enrolled.". 

(d) EFFECTIVE DATES.-
(1) GUARANTEED ISSUE.-The amendment 

made by subsection (a) shall take effect on 
July l, 1998. 

(2) LIMIT ON PREEXISTING CONDITION EXCLU
SIONS.-The amendment made by subsection 
(b) shall apply to policies issued on or after 
July 1, 1998. 

(3) NON-ELDERLY MEDICARE BENEFICIARIES.
The amendment made by subsection (c) shall 
apply to policies issued on or after July 1, 
1998. 

(e) TRANSITION PROVISIONS.-
(!) IN GENERAL.-If the Secretary of Health 

and Human Services identifies a State as re
quiring a change to its statutes or regula
tions to conform its regulatory program to 
the changes made by this section, the State 
regulatory program shall not be considered 
to be out of compliance with the require
ments of section 1882 of the Social Security 
Act due solely to failure to make such 
change until the date specified in paragraph 
(4). 

(2) NAIC STANDARDS.-If, within 9 months 
after the date of the enactment of this Act, 
the National Association of Insurance Com
missioners (in this subsection referred to as 
the " NAIC" ) modifies its NAIC Model regula
tion relating to section 1882 of the Social Se
curity Act (referred to in such section as the 
1991 NAIC Model Regulation, as modified 
pursuant to section 171(m)(2) of the Social 
Security Act Amendments of 1994 (Public 
Law 103-432) and as modified pursuant to sec
tion 1882(d)(3)(A)(vi)(IV) of the Social Secu
rity Act, as added by section 271(a) of the 
Health Insurance Portability and Account
ability Act of 1996 (Public Law 104-191) to 
conform to the amendments made by this 
section, such revised regulation incor
porating the modifications shall be consid
ered to be the applicable NAIC model regula
tion (including the revised NAIC model regu
lation and the 1991 NAIC Model Regulation) 
for the purposes of such section. 

(3) SECRETARY STANDARDS.-If the NAIC 
does not make the modifications described in 
paragraph (2) within the period specified in 
such paragraph, the Secretary of Health and 
Human Services shall make the modifica
tions described in such paragraph and such 
revised regulation incorporating the modi
fications shall be considered to be the appro
priate Regulation for the purposes of such 
section. 

(4) DATE SPECIFIED.-
(A) IN GENERAL.-Subject to subparagraph 

(B), the date specified in this paragraph for a 
State is the earlier of-

(i) the date the State changes its statutes 
or regulations to conform its regulatory pro
gram to the changes made by this section, or 

(ii) 1 year after the date the NAIC or the 
Secretary first makes the modifications 
under paragraph (2) or (3), respectively'. 

(B) ADDITIONAL LEGISLATIVE ACTION RE
QUIRED.-ln the case of a State which the 
Secretary identifies as-

(i) requiring State legislation (other than 
legislation appropriating funds) to conform 
its regulatory program to the changes made 
in this section, but 

(ii) having a legislature which is not sched
uled to meet in 1999 in a legislative session 
in which such legislation may be considered, 
the date specified in this paragraph is the 
first day of the first calendar quarter begin
ning after the close of the first legislative 
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session of the State legislature that begins 
on or after July 1, 1999. For purposes of the 
previous sentence, in the case of a State that 
has a 2-year legislative session, each year of 
such session shall be deemed to be a separate 
regular session of the State legislature. 
SEC. 5032. ADDITION OF HIGH DEDUCTIBLE 

MEDIGAP POLICY. 
(a) IN GENERAL.-Section 1882(p) (42 u.s.c. 

1395ss(p)) is amended by adding at the end 
the following: 

"(ll)(A) On and after the date specified in 
subparagraph (C)-

"(i) each State with an approved regu
latory program, and 

"(ii) in the case of a State without an ap
proved regulatory program, the Secretary, 
shall, in addition to the 10 policies allowed 
under paragraph (2)(C), allow at least 1 other 
policy described in subparagraph (B). 

"(B)(i) A policy is described in this sub
paragraph if it consists of-

"(I) one of the 10 benefit packages de
scribed in paragraph (2)(C), and 

"(II) a high deductible feature. 
"(ii) For purposes of clause (i) , a high de

ductible feature is one which requires the 
beneficiary of the policy to pay annual out
of-pocket expenses (other than premiums) of 
$1,500 before the policy begins payment of 
benefits. 

"(C)(i) Subject to clause (ii), the date de
scribed in this subparagraph is one year after 
the date of the enactment of this paragraph. 

" (ii) In the case of a State which the Sec
retary identifies as-

"(I) requiring State legislation (other than 
legislation appropriating funds) in order to 
meet the requirements of this paragraph, but 

"(II) having a legislature which is not 
scheduled to meet in 1997 in a legislative ses
sion in which such legislation may be consid
ered, 
the date specified in this subparagraph is the 
first day of the first calendar quarter begin
ning after the close of the first legislative 
session of the State legislature that begins 
on or after January 1, 1998. For purposes of 
the previous sentence, in the case of a State 
that has a 2-year legislative session, each 
year of such session shall be deemed to be a 
separate regular session of the State legisla
ture.". 

(b) CONFORMING AMENDMENT.-Section 
1882(p)(2)(C) (42 U.S.C. 1395ss(p)(2)(C)) is 
amended by inserting "or (11)" after " para
graph ( 4)(B)". 

CHAPTER 5-DEMONSTRATIONS 
Subchapter A-Medicare Choice Competitive 

Pricing Demonstration Project 
SEC. 5041. MEDICARE CHOICE COMPETITIVE 

PRICING DEMONSTRATION 
PROJECT. 

(a) ESTABLISHMENT.-The Secretary of 
Health and Human Services (in this sub
chapter referred to as the " Secretary" ) shall , 
beginning January 1, 1999, conduct dem
onstration projects in applicable areas (in 
this section referred to as the " project") for 
the purpose of-

(1) applying a pricing methodology for pay
ments to Medicare Choice organizations 
under part C of title XVIII of the Social Se
curity Act (as amended by section 5001 of 
this Act) that uses the competitive market 
approach described in section 5042; 

(2) applying a benefit structure and bene
ficiary premium structure described in sec
tion 5043; and 

(3) evaluating the effects of the method
ology and structures described in the pre
ceding paragraphs on medicare fee-for-serv
ice spending under parts A and B of the So
cial Security Act in the project area. 

(b) APPLICABLE AREA DEFINED.-
(1) IN GENERAL.-In subsection (a), the term 

" applicable area" means, as determined by 
the Secretary-

(A) io urban areas with respect to which 
less than 25 percent of medicare beneficiaries 
are enrolled with an eligible organization 
under section 1876 of the Social Security Act 
(42 U.S.C. 1395mm); and 

(B) 3 rural areas not described in paragraph 
(1). 

(2) TREATMENT AS MEDICARE CHOICE PAY
MENT AREA.- For purposes of this subchapter 
and part C of title XVIII of the Social Secu
rity Act, any applicable area shall be treated 
as a Medicare Choice payment area (herein
after referred to as the " applicable Medicare 
Choice payment area"). 

(C) TECHNICAL ADVISORY GROUP.-Upon the 
selection of an area for inclusion in the 
project, the Secretary shall appoint a tech
nical advisory group, composed of represent
atives of Medicare Choice organizations, 
medicare beneficiaries, employers, and other 
persons in the area affected by the project 
who have technical expertise relative to the 
design and implementation of the project to 
advise the Secretary concerning how the 
project will be implemented in the area. 

(d) EVALUATION.-
(1) IN GENERAL.-Not later than December 

31, 2001, the Secretary shall submit to the 
President a report regarding the demonstra
tion projects conducted under this section. 

(2) CONTENTS OF REPORT.-The report de
scribed in paragraph (1) shall include the fol
lowing: 

(A) A description of the demonstration 
projects conducted under this section. 

(B) An evaluation of the effectiveness of 
the demonstration projects conducted under 
this section and any legislative rec
ommendations determined appropriate by 
the Secretary. 

(C) Any other information regarding the 
demonstration projects conducted under this 
section that the Secretary determines to be 
appropriate. 

(D) An evaluation as to whether the meth
od of payment under section 5042 which was 
used in the demonstration projects for pay
ment to Medicare Choice plans should be ex
tended to the entire medicare population and 
if such evaluation determines that such 
method should not be extended, legislative 
recommendations to modify such method so 
that it may be applied to the entire medicare 
population. 

(3) SUBMISSION TO CONGRESS.-The Presi
dent shall submit the report under paragraph 
(2) to the Congress and if the President de
termines appropriate, any legislative rec
ommendations for extending the project to 
the entire medicare population. 

(e) WAIVER AUTHORITY.-The Secretary 
shall waive compliance with the require
ments of titles XI, XVIII, and XIX of the So
cial Security Act (42 U.S.C. 1301 et seq., 1395 
et seq., 1396 et seq.) to such extent and for 
such period as the Secretary determines is 
necessary to conduct demonstration 
projects. 
SEC. 5042. DETERMINATION OF ANNUAL MEDI· 

CARE CHOICE CAPITATION RATES. 
(a) IN GENERAL.- In the case of an applica

ble Medicare Choice payment area within 
which a project is being conducted under sec
tion 5041, the annual Medicare Choice capita
tion rate under part C of title XVIII of the 
Social Security Act for Medicare Choice 
plans within such area shall be the standard
ized payment amount determined under this 
section rather than the amount determined 
under section 1853 of such Act. 

(b) DETERMINATION OF STANDARDIZED PAY
MENT AMOUNT.-

(1) SUBMISSION AND CHARGING OF PRE
MIUMS.-

(A) IN GENERAL.-Not later than June 1 of 
each calendar year, each Medicare Choice or
ganization offering one or more Medicare 
Choice plans in an applicable Medicare 
Choice payment area shall file with the Sec
retary, in a form and manner and at a time 
specified by the Secretary, a bid which con
tains the amount of the monthly premium 
for coverage under each such Medicare 
Choice plan. 

(B) UNIFORM PREMIUM.-The premiums 
charged by a Medicare Choice plan sponsor 
under this part may not vary among individ
uals who reside in the same applicable Medi
care Choice payment area. 

(C) TERMS AND CONDITIONS OF IMPOSING PRE
MIUMS.-Each Medicare Choice organization 
shall permit the payment of premiums on a 
monthly basis. 

(2) ANNOUNCEMENT OF STANDARDIZED PAY
MENT AMOUNT.-

(A) AUTHORITY TO NEGOTIATE.-After bids 
are submitted under paragraph (1), the Sec
retary may negotiate with Medicare Choice 
organizations in order to modify such bids if 
the Secretary determined that the bids do 
not provide enough revenues to ensure the 
plan 's actuarial soundness, are too high rel
ative to the applicable Medicare Choice pay
ment area, foster adverse selection, or other
wise require renegotiation under this para
graph. 

(B) IN GENERAL.-Not later than July 31 of 
each calendar year (beginning with 1998), the 
Secretary shall determine, and announce in 
a manner intended to provide notice to inter
ested parties, a standardized payment 
amount determined in accordance with this 
paragraph for the following calendar year for 
each applicable Medicare Choice payment 
area. 

(3) CALCULATION OF PAYMENT AMOUNTS.
(A) IN GENERAL.-The standardized pay

ment amount for a calendar year after 1998 
for any applicable Medicare Choice payment 
area shall be equal to the maximum pre
mium determined for such area under sub
paragraph (B). 

(B) MAXIMUM PREMIUM.-The maximum 
premium for any applicable Medicare Choice 
payment area shall be equal to the amount 
determined under subparagraph (C) for the 
payment area, but in no case shall such 
amount be greater than the sum of-

(i) the average per capita amount, as deter
mined by the Secretary as appropriate for 
the population eligible to enroll in Medicare 
Choice plans in such payment area, for such 
calendar year that the Secretary would have 
expended for an individual in such payment 
area enrolled under the medicare fee-for
service program under parts A and B, plus 

(ii) the amount equal to the actuarial 
value of deductibles, coinsurance, and copay
ments charged an individual for services pro
vided under the medicare fee-for-service pro
gram (as determined by the Secretary). 

(C) DETERMINATION OF AMOUNT.-
(i) IN GENERAL.-The Secretary shall deter

mine for each applicable Medicare Choice 
payment area for each calendar year an 
amount equal to the average of the bids 
(weighted based on capacity) submitted to 
the Secretary under paragraph (l)(A) for that 
payment area. 

(ii) DISREGARD CERTAIN PLANS.-In deter
mining the amount under clause (i) , the Sec
retary may disregard any plan that the Sec
retary determines would unreasonably dis
tort the amount determined under such sub
paragraph. 
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(4) ADJUSTMENTS FOR PAYMENTS TO PLAN 

SPONSORS.-
(A) IN GENERAL.- For purposes of deter

mining the amount of payment under part C 
of title XVIII of the Social Security Act to a 
Medicare Choice organization with respect 
to any Medicare Choice eligible individual 
enrolled in a Medicare Choice plan of the 
sponsor, the standardized payment amount 
for the applicable Medicare Choice payment 
area and the premium charged by the plan 
sponsor shall be adjusted with respect to 
such individual for such risk factors as age, 
disability status, gender, institutional sta
tus, health statas, and such other factors as 
the Secretary determines to be appropriate, 
so as to ensure actuarial equivalence. The 
Secretary may add to, modify, or substitute 
for such classes, if such changes will improve 
the determination of actuarial equivalence. 

(B) RECOMMENDATIONS.-
(i) IN GENERAL.-In addition to any other 

duties required by law, the Physician Pay
ment Review Commission and the Prospec
tive Payment Assessment Commission (or 
their successors) shall each develop rec
ommendations on-

(I) the risk factors that the Secretary 
should use in adjusting the standardized pay
ment amount and premium under subpara
graph (A), and 

(II) the methodology that the Secretary 
should use in determining the risk factors to 
be used in adjusting the standardized pay
ment amount and premium under subpara
graph (A). 

(11) TIME.- The recommendations described 
in clause (i) shall be developed not later than 
January 1, 1999. 

(iii) ANNUAL REPORT.-The Physician Pay
ment Review Commission and the Prospec
tive Payment Assessment Commission (or 
their successors) shall include the rec
ommendations described in clause (i) in their 
respective annual reports to Congress. 

(C) PAYMENTS TO PLAN SPONSORS.
(1) MONTHLY PAYMENTS.-
(A) IN GENERAL.-Subject to paragraph (4), 

for each individual enrolled with a plan 
under this subchapter, the Secretary shall 
make monthly payments in advance to the 
Medicare Choice organization of the Medi
care Choice plan with which the individual is 
enrolled in an amount equal to 1/i2 of the 
amount determined under paragraph (2). 

(B) RETROACTIVE ADJUSTMENTS.-The 
amount of payment under this paragraph 
may be retroactively adjusted to take into 
account any difference between the actual 
number of individuals enrolled in the plan 
under this section and the number of such 
individuals estimated to be so enrolled in de
termining the amount of the advance pay
ment. 

(2) AMOUNT OF PAYMENT TO MEDICARE 
CHOICE PLANS.-The amount determined 
under this paragraph with respect to any in
dividual shall be equal to the sum of-

(A) the lesser of-
(i) the standardized payment amount for 

the applicable Medicare Choice payment 
area, as adjusted for such individual under 
subsection (a)(4), or 

(ii) the premium charged by the plan for 
such individual, as adjusted for such indi
vidual under section (a)(4), minus 

(B) the amount such individual paid to the 
plan pursuant to section 5043 (relating to 10 
percent of the premium). · 

(3) PAYMENTS FROM TRUST FUNDS.-The 
payment to a Medicare Choice organization 
or to a Medicare Choice account under this 
section for a medicare-eligible individual 
shall be made from the Federal Hospital In-

surance Trust Fund and the Federal Supple
mentary Medical Insurance Trust Fund in 
such proportion as the Secretary determines 
reflects the relative weight that benefits 
under parts A and Bare representative of the 
actuarial value of the total benefits under 
this part. 

(4) LIMITATION ON AMOUNTS AN OUT-OF-PLAN 
PHYSICIAN OR OTHER ENTITY MAY COLLECT.-A 
physician or other entity (other than a pro
vider of services) that does not have a con
tract establishing payment amounts for 
services furnished to an individual enrolled 
under this subchapter with a Medicare 
Choice organization shall accept as payment 
in full for services that are furnished to such 
an individual the amounts that the physi
cian or other entity could collect if the indi
vidual were not so enrolled. Any penalty or 
other provision of law that applies to such a 
payment with respect to an individual enti
tled to benefits under this title (but not en
rolled with a Medicare Choice organization 
under this part) also applies with respect to 
an individual so enrolled. 

(d) OFFICE OF COMPETITION.-
(1) ESTABLISHMENT.-There is established 

within the Department of Health and Human 
Services an office to be known as the 'Office 
of Competition'. 

(2) DIRECTOR.-The Secretary shall appoint 
the Director of the Office of Competition. 

(3) DUTIES.-
(A) IN GENERAL.-The Director shall admin

ister this subchapter and so much of part C 
of title XVIII of the Social Security Act as 
relates to this subchapter. 

(B) TRANSFER AUTHORITY.-The Secretary 
shall transfer such personnel, administrative 
support systems, assets, records, funds, and 
other resources in the Health Care Financing 
Adminis tration to the Office of Competition 
as are used in the administration of section 
1876 and as may be required to implement 
the provisions of this part promptly and effi
ciently. 

(4) USE OF NON-FEDERAL ENTITIES.-The 
Secretary shall, to the maximum extent fea
sible, enter into contracts with appropriate 
non-Federal entities to carry out activities 
under this subchapter. 
SEC. 5043. BENEFITS AND BENEFICIARY PRE· 

MIUMS. 
(a) BENEFITS PROVIDED TO INDIVIDUALS.
(1) BASIC BENEFIT PLAN.- Each Medicare 

Choice plan in an applicable Medicare Choice 
payment area shall provide to members en
rolled under this subchapter, through pro
viders and other persons that meet the appli
cable requirements of title XVIII of the So
cial Security Act and part A of title XI of 
such Act-

(A) those items and services covered under 
parts A and B of title XVIII of such Act 
which are available to individuals residing in 
such area, subject to nominal copayments as 
determined by the Secretary, 

(B) prescription drugs, subject to such lim
its as established by the Secretary, and 

(C) additional health services as the Sec
retary may approve: 

(2) SUPPLEMENTAL BENEFITS.-
(A) IN GENERAL.- Each Medicare Choice 

plan may offer any of the optional supple
mental benefit plans described in subpara
graph (B) to an individual enrolled in the 
basic benefit plan offered by such organiza
tion under this subchapter for an additional 
premium amount. If the supplemental bene
fits are offered only to individuals enrolled 
in the sponsor's plan under this subchapter, 
the additional premium amount shall be the 
same for all enrolled individuals in the appli
cable Medicare Choice payment area. Such 

benefits may be marketed and sold by the 
Medicare Choice organization outside of the 
enrollment process described in part C of 
title XVIII of the Social Security Act. 

(B) OPTIONAL SUPPLEMENTAL BENEFI'l' PLANS 
DESCRIBED.-The Secretary shall provide for 
2 optional supplemental benefit plans. Such 
plans shall include such standardized items 
and services that the Secretary determines 
must be provided to enrollees of such plans 
described in order to offer the plans to Medi
care Choice eligible individuals. 

(C) LIMITATION.-A Medicare Choice orga
nization may not offer an optional benefit 
plan to a Medicare Choice eligible individual 
unless such individual is enrolled in a basic 
benefit plan offered by such organization. 

(D) LIMITATION ON PREMIUM.- If a Medicare 
Choice organization provides to individuals 
enrolled in a Medicare Choice plan supple
mental benefits described in subparagraph 
(A), the sum of-

(i) the annual premiums for such benefits, 
plus 

(ii) the actuarial value of any deductibles, 
coinsurance, and copayments charged with 
respect to such benefits for the year, 
shall not exceed the amount that would have 
been charged for a plan in the applicable 
Medicare Choice payment area which is not 
a Medicare Choice plan (adjusted in such 
manner as the Secretary may prescribe to 
reflect that only medicare beneficiaries are 
enrolled in such plan). The Secretary shall 
negotiate the limitation under this subpara
graph with each plan to which this para
graph applies. 

(3) OTHER RULES.-Rules similar to rules of 
paragraphs (3) and ( 4) of section 1852 of the 
Social Security Act (relating to national 
coverage determinations and secondary 
payor provisions) shall apply for purposes of 
this subchapter. 

(b) PREMIUM REQUIREMENTS FOR BENE
FICIARIES.-

(1) PREMIUM DIFFERENTIALS.:__If a Medicare 
Choice eligible individual enrolls in a Medi
care Choice plan under this subchapter, the 
individual shall be required to pay-

(A) 10 percent of the plan's premium; 
(B) if the premium of the plan is higher 

than the standardized payment amount (as 
determined under section 5042), 100 percent of 
such difference; and 

(C) an amount equal to cost-sharing under 
the medicare fee-for-service program, except 
that such amount shall not exceed the actu
arial value of the deductibles and coinsur
ance under such program less the actual 
value of nominal copayments for benefits 
under such plan for basic benefits described 
in subsection (a)(l). 

(2) p ART B PREMIUM.-An individual en
rolled in a Medicare Choice plan under this 
subchapter shall not be required to pay the 
premium amount (determined under section 
1839 of the Social Security Act) under part B 
of title XVIII of such Act for so long as such 
individual is so enrolled. 

Subcbapter B-Other Projects 
SEC. 5045. MEDICARE ENROLLMENT DEM

ONSTRATION PROJECT. 
(a) DEMONSTRATION PROJECT.-
(1) ESTABLISHMENT.-The Secretary of 

Health and Human Services (in this section 
referred to as the "Secretary") shall imple
ment a demonstration project (in this sec
tion referred to as the "project") for the pur
pose of evaluating the use of a third-party 
contractor to conduct the Medicare Choice 
plan enrollment and disenrollment func
tions, as described in part C of the Social Se
curity Act (as added by section 5001 of this 
Act), in an area. 
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(2) CONSULTATION.- Before implementing 

the project under this section, the Secretary 
shall consult with affected parties on-

(A) th.e design of the project; 
(B) the selection criteria for the third

party contractor; and 
(C) the establishment of performance 

standards, as described in paragraph (3). 
(3) PERFORMANCE STANDARDS.-
(A) IN GENERAL.-The Secretary shall es

tablish performance standards for the accu
racy and timeliness of the Medicare Choice 
plan enrollment and disenrollment functions 
performed by the third-party contractor. 

(B) NONCOMPLIANCE.- If the Secretary de
termines that a third-party contractor is out 
of compliance with the performance stand
ards established under subparagraph (A), 
such enrollment and disenrollment functions 
shall be performed by the Medicare Choice 
plan until the Secretary appoints a new 
third-party contractor. 

(C) DISPUTE.-In the event that there is a 
dispute between the Secretary and a Medi
care Choice plan regarding whether or not 
the third-party contractor is in compliance 
with the performance standards, such enroll
ment and disenrollment functions shall be 
performed by the Medicare Choice plan. 

(b) REPORT TO CONGRESS.-The Secretary 
shall periodically report to Congress on the 
progress of the project conducted pursuant 
to this section. 

(c) WAIVER AUTHORITY.-The Secretary 
shall waive compliance with the require
ments of part C of the Social Security Act 
(as amended by section 5001 of this Act) to 
such extent and for such period as the Sec
retary determines is necessary to conduct 
the project. 

(d) DURATION.- A demonstration project 
under this section shall be conducted for a 3-
year period. 

(e) SEPARATE FROM OTHER DEMONSTRATION 
PROJECTS.-A project implemented by the 
Secretary under this section shall not be 
conducted in conjunction with any other 
demonstration project. 
SEC. 5046. MEDICARE COORDINATED CARE DEM

ONSTRATION PROJECT. 
(a) DEMONSTRATION PROJECTS.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
to as the " Secretary") shall conduct dem
onstration projects for the purpose of evalu
ating methods, such as case management 
and other models of coordinated care, that-

(A) improve the quality of items and serv
ices provided to target individuals; and 

(B) reduce expenditures under the medi
care program under title XVIII of the Social 
Security Act (42 U.S.C. 1395 et seq.) for items 
and services provided to target individuals. 

(2) TARGET INDIVIDUAL DEFINED.-In this 
section, the term " target individual" means 
an individual that has a chronic illness, as 
defined and identified by the Secretary, and 
is enrolled under the fee-for-service program 
under parts A and B of title XVIII of the So
cial Security Act (42 U.S.C. 1395c et seq.; 
1395j et seq.). 

(b) PROGRAM DESIGN.-
(1) INITIAL DESIGN.-The Secretary shall 

evaluate best practices in the private sector 
of methods of coordinated care for a period 
of 1 year and design the demonstration 
project based on such evaluation. 

(2) NUMBER AND PROJECT AREAS.-Not later 
than 2 years after the date of enactment of 
this Act, the Secretary shall implement at 
least 9 demonstration projects, including-

(A) 6 projects in urban areas; and 
(B) 3 projects in rural areas. 
(3) EXPANSION OF PROJECTS; IMPLEMENTA

TION OF DEMONSTRATION PROJECT RESULTS.-

(A) EXPANSION OF PROJECTS.-If the initial 
report under subsection (c) contains an eval
uation that demonstration projects-

(i) reduce expenditures under the medicare 
program; or 

(ii) do not increase expenditures under the 
medicare program and increase the quality 
of health care services provided to target in
dividuals and satisfaction of beneficiaries 
and health care providers; 
the Secretary shall continue the existing 
demonstration projects and may expand the 
number of demonstration projects. 

(B) IMPLEMENTATION OF DEMONSTRATION 
PROJECT RESULTS.- If a report under sub
section (c) contains an evaluation as de
scribed in subparagraph (A), the Secretary 
may issue regulations to implement, on a 
permanent basis, the components of the dem
onstration project that are beneficial to the 
medicare program. 

(c) REPORT TO CONGRESS.-
(1) IN GENERAL.- Not later than 2 years 

after the Secretary implements the initial 
demonstration projects under this section, 
and biannually thereafter, the Secretary 
shall submit to Congress a report regarding 
the demonstration projects conducted under 
this section. 

(2) CONTENTS OF REPORT.- The report in 
paragraph (1) shall include the following: 

(A) A description of the demonstration 
projects conducted under this section. 

(B) An evaluation of-
(i) the cost-effectiveness of the demonstra

tion projects; 
(ii) the quality of the health care services 

provided to target individuals under the 
demonstration projects; and 

(iii) beneficiary and heal th care provider 
satisfaction under the demonstration 
project. 

(C) Any other information regarding the 
demonstration projects conducted under this 
section that the Secretary determines to be 
appropriate. 

(d) WAIVER AUTHORITY.-The Secretary 
shall waive compliance with the require
ments of titles XI, XVIII, and XIX of the So
cial Security Act (42 U.S.C. 1301 et seq., 1395 
et seq., 1396 et seq.) to such extent and for 
such period as the Secretary determines is 
necessary to conduct demonstration 
projects. 

(e) FUNDING.-
(1) DEMONSTRATION PROJECTS.-
(A) IN GENERAL.- The Secretary shall pro

vide for the transfer from the Federal Hos
pital Insurance Trust Fund and the Federal 
Supplementary Insurance Trust Fund under 
title XVIII of the Social Security Act (42 
U.S.C. 1395i, 1395t), in such proportions as the 
Secretary determines to be appropriate, of 
such funds as are necessary for the costs of 
carrying out the demonstration projects 
under this section. 

(B) LIMITATION.-In conducting the dem
onstration project under this section, the 
Secretary shall ensure that the aggregate 
payments made by the Secretary do not ex
ceed the amount which the Secretary would 
have paid if the demonstration projects 
under this section were not implemented. 

(2) EVALUATION AND REPORT.-There are au
thorized to be appropriated such sums as are 
necessary for the purpose of developing and 
submitting the report to Congress under sub
section (c). 
SEC. 5047. ESTABLISHMENT OF MEDICARE REIM-

BURSEMENT DEMONSTRATION 
PROJECTS. 

Title XVIII (42 U.S.C. 1395 et seq.) (as 
amended by section 5343) is amended by add
ing at the end the following: 

" MEDICARE SUBVENTION DEMONSTRATION 
PROJECT FOR VETERANS 

" SEC. 1896. (a) DEFINITIONS.- In this sec
tion: 

" (l) ADMINISTERING SECRETARIES.-The 
term 'administering Secretaries' means the 
Secretary and the Secretary of Veterans Af
fairs acting jointly. 

" (2) DEMONSTRATION PROJECT; PROJECT.
The terms 'demonstration project' and 
'project' mean the demonstration project 
carried out under this section. 

" (3) MILITARY RETIREE.-The term 'mili
tary retiree' means a member or former 
member of the Armed Forces who is entitled 
to retired pay. 

" (4) TARGETED MEDICARE-ELIGIBLE VET
ERAN.-The term ' targeted medicare-eligible 
veteran' means an individual who-

" (A) is a veteran (as defined in section 
101(2) of title 38, United States Code) and is 
described in section 1710(a)(3) of title 38, 
United States Code; and 

" (B) is entitled to benefits under part A of 
this title and is enrolled under part B of this 
title. 

" (5) TRUST FUNDS.-The term ' trust funds ' 
means the Federal Hospital Insurance Trust 
Fund established in section 1817 and the Fed
eral Supplementary Medical Insurance Trust 
Fund established in section 1841. 

"(b) DEMONSTRATION PROJECT.
" (l) IN GENERAL.-
" (A) ESTABLISHMENT.-The administering 

Secretaries are authorized to establish a 
demonstration project (under an agreement 
entered into by the administering Secre
taries) under which the Secretary shall reim
burse the Secretary of Veterans Affairs, from 
the trust funds, for medicare health care 
services furnished to certain targeted medi
care-eligible veterans. 

" (B) AGREEMENT.~The agreement entered 
into under subparagraph (A) shall include at 
a minimum-

" (i) a description of the benefits to be pro
vided to the participants of the demonstra
tion project established under this section; 

" (ii) a description of the eligibility rules 
for participation in the demonstration 
project, including any criteria established 
under subsection (c) and any cost sharing 
under subsection (d); 

" (iii) a description of how the demonstra
tion project will satisfy the requirements 
under this title; 

" (iv) a description of the sites selected 
under paragraph (2); 

" (v) a description of how reimbursement 
and maintenance of effort requirements 
under subsection (1) will be implemented in 
the demonstration project; and 

" (vi) a statement that the Secretary shall 
have access to all data of the Department of 
Veterans Affairs that the Secretary deter
mines is necessary to conduct independent 
estimates and audits of the maintenance of 
effort requirement, the annual reconcili
ation, and related matters required under 
the demonstration project. 

" (2) NUMBER OF SITES.-The administering 
Secretaries shall establish a plan for the se
lection of up to 12 medical centers under the 
jurisdiction of the Secretary of Veterans Af
fairs and located in geographically dispersed 
locations to participate in the project. 

" (3) GENERAL CRITERIA.- The selection plan 
shall favor selection of those medical centers 
that are suited to serve targeted medicare
eligible individuals because-

"(A) there is a high potential demand by 
targeted medicare-eligible veterans for their 
services; 
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"(B) they have sufficient capability in bill

ing and accounting to participate; 
"(C) they have favorable indicators of qual

ity of care, including patient satisfaction; 
"(D) they deliver a range of services re

quired by targeted medicare-eligible vet
erans; and 

"(E) they meet other relevant factors iden
tified in the plan. 

"(4) MEDICAL CENTER NEAR CLOSED BASE.
The administering Secretaries shall endeav
or to include at ·least 1 medical center that 
is in the same catchment area as a military 
medical facility which was closed pursuant 
to either of the following laws: 

"(A) The Defense Base Closure and Re
alignment Act of 1990. 

"(B) Title II of the Defense Authorization 
Amendments and Base Closure and Realign
ment Act. 

"(5) RESTRICTION.-No new facilities will be 
built or expanded with funds from the dem
onstration project. 

"(6) DURATION.-The administering Secre
taries shall conduct the demonstration 
project during the 3-year period beginning on 
January l, 1998. 

"(c) VOLUNTARY PARTICIPATION.-Partici
pation of targeted medicare-eligible veterans 
in the demonstration project shall be vol
untary, subject to the capacity of partici
pating medical centers and the funding limi
tations specified in subsection (1), and shall 
be subject to such terms and conditions as 
the administering Secretaries may establish. 
In the case of a demonstration project at a 
medical center described in subsection (b)(3), 
targeted medicare-eligible veterans who are 
military retirees shall be given preference in 
participating in the project. 

"(d) COST SHARING.-The Secretary of Vet
erans Affairs may establish cost-sharing re
quirements for veterans participating in the 
demonstration project. If such cost sharing 
requirements are established, those require
ments shall be the same as the requirements 
that apply to targeted medicare-eligible pa
tients at nongovernmental facilities. 

"(e) CREDITING OF PAYMENTS.-A payment 
received by the Secretary of Veterans Affairs 
under the demonstration project shall be 
credited to the applicable Department of 
Veterans Affairs medical appropriation and 
(within that appropriation) to funds that 
have been allotted to the medical center that 
furnished the services for which the payment 
is made. Any such payment received during 
a fiscal year for services provided during a 
prior fiscal year may be obligated by the 
Secretary of Veterans Affairs during the fis
cal year during which the payment is re
ceived. 

"(f) AUTHORITY TO WAIVE CERTAIN MEDI
CARE REQUIREMENTS.-The Secretary may, to 
the extent necessary to carry out the dem
onstration project, waive any requirement 
under this title. If the Secretary waives any 
such requirement, the Secretary shall in
clude a description of such waiver in the 
agreement described in subsection (b)(l)(B). 

"(g) INSPECTOR GENERAL.- Nothing in the 
agreement entered into under subsection (b) 
shall limit the Inspector General of the De
partment of Health and Human Services 
from investigating any matters regarding 
the expenditure of funds under this title for 
the demonstration project, including compli
ance with the provisions of this title and all 
other relevant laws. 

"(h) REPORT.-At least 30 days prior to the 
commencement of the demonstration 
project, the administering Secretaries shall 
submit a copy of the agreement entered into 
under subsection (b) to the committees of ju
risdiction in Congress. 

"(i) MANAGED HEALTH CARE PLANS.-(1) In 
carrying out the demonstration project, the 
Secretary of Veterans Affairs may establish 
and operate managed health care plans. 

"(2) Any such plan shall be operated by or 
through a Department of Veterans Affairs 
medical center or group of medical centers 
and may include the provision of health care 
services through other facilities under the 
jurisdiction of the Secretary of Veterans Af
fairs as well as public and private entities 
under arrangements made between the De
partment and the other public or private en
tity concerned. Any such managed health 
care plan shall be established and operated 
in conformance with standards prescribed by 
the administering Secretaries. 

"(3) The administering Secretaries shall 
prescribe the minimum health care benefits 
to be provided under such a plan to veterans 
enrolled in the plan. Those benefits shall in
clude at least all health care services cov
ered under the medicare program under this 
title. 

"(4) The establishment of a managed 
health care plan under this section shall be 
counted as the selection of a medical center 
for purposes of applying the numerical limi
tation under subsection (b)(l). 

"(j) MEDICAL CENTER REQUIREMENTS.-The 
Secretary of Veterans Affairs may establish 
a managed health care plan using 1 or more 
medical centers and other facilities only 
after the Secretary of Veterans Affairs sub
mits to Congress a report setting forth a 
plan for the use of such centers and facili
ties. The plan may not be implemented until 
the Secretary of Veterans Affairs has re
ceived from the Inspector General of the De
partment of Veterans Affairs, and has for
warded to Congress, certification of each of 
the following: 

"(l) The cost accounting system of the 
Veterans Health Administration (known as 
the Decision Support System) is operational 
and is providing reliable cost information on 
care delivered on an inpatient and out
patient basis at such centers and facilities. 

"(2) The centers and facilities have oper
ated in conformity with the eligibility re
form amendments made by title I of the Vet
erans Health Care Act of 1996 for not less 
than 3 months. 

"(3) The centers and facilities have devel
oped a credible plan (on the basis of market 
surveys, data from the Decision Support Sys
tem, actuarial analysis, and other appro
priate methods and taking into account the 
level of payment under subsection (1) and the 
costs of providing covered services at the 
centers and facilities) to minimize, to the ex
tent feasible, the risk that appropriated 
funds allocated to the centers and facilities 
will be required to meet the centers' and fa
cilities' obligation to targeted medicare-eli
gible veterans under the demonstration 
project. 

"(4) The centers and facilities collectively 
have available capacity to provide the con
tracted benefits package to a sufficient num
ber of targeted medicare-eligible veterans. 

"(5) The entity administering the health 
plan has sufficient systems and safeguards in 
place to minimize any risk that instituting 
the managed care model will result in reduc
ing the quality of care delivered to enrollees 
in the demonstration project or to other vet
erans receiving care under paragraphs sub
section (1) or (2) of section 1710(a) of title 38, 
United States Code. 

"(k) RESERVES.-The Secretary of Veterans 
Affairs shall maintain such reserves as may 
be necessary to ensure against the risk that 
appropriated funds, allocated to medical cen-

ters and facilities participating in the dem
onstration project through a managed health 
care plan under this section, will be required 
to meet the obligations of those medical cen
ters and facilities to targeted medicare-eligi- . 
ble veterans. 

"(l) PAYMENTS BASED ON REGULAR MEDI
CARE PAYMENT RATES.-

"(l) PAYMENTS.-
"(A) IN GENERAL.-Subject to the suc

ceeding provisions of this subsection, the 
Secretary shall reimburse the Secretary of 
Veterans Affairs for services provided under 
the demonstration project at the following 
rates: 

"(1) NONCAPITATION.-Except as provided in 
clause (ii) and subject to subparagraphs 
(B)(i) and (D), at a rate equal to 95 percent of 
the amounts that otherwise would be pay
able under this title on a noncapitated basis 
for such services if the medical center were 
not a Federal medical center, were partici
pating in the program, and imposed charges 
for such services. 

"(ii) CAPITATION.-Subject to subpara
graphs (B)(ii) and (D), in the case of services 
provided to an enrollee under a managed 
health care plan established under sub
section (i), at a rate equal to 95 percent of 
the amount paid to a Medicare Choice orga
nization under part C with respect to such an 
enrollee. 
In cases in which a payment amount may 
not otherwise be readily computed, the Sec
retaries shall establish rules for computing 
equivalent or comparable payment amounts. 

" (B) EXCLUSION OF CERTAIN AMOUNTS.-
"(i) NONCAPITATION.- In computing the 

amount of payment under subparagraph 
(A)(i), the following shall be excluded: 

" (I) DISPROPORTIONATE SHARE HOSPITAL AD
JUSTMENT.-Any amount attributable to an 
adjustment under subsection (d)(5)(F) of sec
tion 1886 of the Social Security Act (42 
U.S.C. 1395ww). 

"(II) DIRECT GRADUATE MEDICAL EDUCATION 
PAYMENTS.- Any amount attributable to a 
payment under subsection (h) of such sec
tion. 

"(III) PERCENTAGE OF INDIRECT MEDICAL 
EDUCATION ADJUSTMENT.--40 percent of any 
amount attributable to the adjustment 
under subsection (d)(5)(B) of such section. 

"(IV) PERCENTAGE OF CAPITAL PAYMENTS.-
67 percent of any amounts attributable to 
payments for capital-related costs under sub
section (g) of such section. 

"(ii) CAPITATION.-In the case of years be
fore 2001, in computing the amount of pay
ment under subparagraph (A)(ii), the pay
ment rate shall be computed as though the 
amounts excluded under clause (i) had been 
excluded in the determination of the amount 
paid to a Medicare Choice organization 
under part C with respect to an enrollee. 

"(C) PERIODIC PAYMENTS FROM MEDICARE 
TRUST FUNDS.-Payments under this sub
section shall be made-

"(i) on a periodic basis consistent with the 
periodicity of payments under this title; and 

"(ii) in appropriate part, as determined by 
the Secretary, from the trust funds. 

" (D) ANNUAL LIMIT ON MEDICARE PAY
MENTS.- The amount paid to the Department 
of Veterans Affairs under this subsection for 
any year for the demonstration project may 
not exceed $50,000,000. 

"(2) REDUCTION IN PAYMENT FOR VA FAILURE 
TO MAIN'l'AIN EFFORT.-

"(A) IN GENERAL.-In order to avoid shift
ing onto the medicare program under this 
title costs previously assumed by the De
partment of Veterans Affairs for the provi
sion of medicare-covered services to targeted 
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medicare-ellgible veterans, the payment 
amount under this subsection for the project 
for a fiscal year shall be reduced by the 
amount (if any) by which-

" (i) the amount of the VA effort level for 
targeted veterans (as defined in subpara
graph (B)) for the fiscal year ending in such 
year. is less than 

" (ii) the amount of the VA effort level for 
targeted veterans for fiscal year 1997. 

" (B) VA EFFORT LEVEL FOR TARGETED VET
ERANS DEFINED.- For purposes of subpara
graph (A), the term 'VA effort level for tar
o-eted veterans' means, for a fiscal year, the 
~mount, as estimated by the administering 
Secretaries, that would have been expended 
under the medicare program under this title 
for VA-provided medicare-covered services 
for targeted veterans (as defined in subpara
graph (C)) for that fiscal year if benefits were 
available under the medicare program for 
those services. Such amount does not include 
expenditures attributable to se.rvices for 
which reimbursement is made under the 
demonstration project. 

" (C) VA-PROVIDED MEDICARE-COVERED SERV
ICES FOR TARGETED VETERANS.-For purposes 
of subparagraph (B), the term 'VA-provided 
medicare-covered services for targeted vet
erans' means, for a fiscal year, items and 
services-

" (i) that are provided during the fiscal 
year by the Department of Veterans Affairs 
to targ·eted medicare-eligible veterans; 

"(ii) that constitute hospital care and med
ical services under chapter 17 of title 38, 
United States Code; and 

" (iii) for which benefits would be available 
under the medicare program under this title 
if they were provided other than by a Fed
eral provider of services that does not charge 
for those services. 

"(3) ASSURING NO INCREASE IN COST TO MEDI
CARE PROGRAM.-

"(A) MONITORING EFFECT OF DEMONSTRA
TION PROGRAM ON COSTS TO MEDICARE PRO
GRAM.-

"(i) IN GENERAL.-The Secretaries, in con
sultation with the Comptroller General, 
shall closely monitor the expenditures made 
under the medicare program for targeted 
medicare-eligible veterans during the period 
of the demonstration project compared to 
the expenditures that would have been made 
for such veterans during that period if the 
demonstration project had not been con
ducted. 

"(ii) ANNUAL REPORT BY THE COMPTROLLER 
GENERAL.-Not later than December 31 of 
each year during which the demonstration 
project is conducted, the Comptroller Gen
eral shall submit to the Secretaries and the 
appropriate committees of Congress a report 
on the extent, if any, to which the costs of 
the Secretary under the medicare program 
under this title increased during the pre
ceding fiscal year as a result of the dem
onstration project. 

"(B) REQUIRED RESPONSE IN CASE OF IN
CREASE IN COSTS.-

" (i) IN GENERAL.-If the administering Sec
retaries find, based on subparagraph (A), 
that the expenditures under the medicare 
program under this title increased (or are ex
pected to increase) during a fiscal year be
cause of the demonstration project, the ad
ministering Secretaries shall take such steps 
as may be needed-

" (!) to recoup for the medicare program 
the amount of such increase in expenditures; 
and 

" (II) to prevent any such increase in the 
future. 

"(ii) STEPS.-Such steps-

" (!) under clause (i)(I) shall include pay
ment of the amount of such increased ex
penditures by the Secretary of Veterans Af
fairs from the current medical care appro
priation of the Department of Veterans Af
fairs to the trust funds; and 

" (II) under clause (i)(II) shall include sus
pending· or terminating the demonstration 
project (in whole or in part) or lowering the 
amount of payment under paragraph (l)(A). 

" (m) EVALUATION AND REPORTS.-
" (!) INDEPENDENT EVALUATION.- The ad

ministering Secretaries shall arrange for an 
independent entity with expertise in the 
evaluation of health services to conduct an 
evaluation of the demonstration project. The 
entity shall submit annual reports on the 
demonstration project to the administering 
Secretaries and to the committees of juris
diction in the Congress. The first report 
shall be submitted not later than 12 months 
after the date on which the demonstration 
project begins operation, and the final report 
not later than 31h years after that date. The 
evaluation and reports shall include an as
sessment, based on the agreement entered 
into under subsection (b), of the following: 

" (A) The cost to the Department of Vet
erans Affairs of providing care to veterans 
under the project. 

"(B) Compliance of participating medical 
centers with applicable measures of quality 
of care, compared to such compliance for 
other medicare-participating medical cen
ters. 

" (C) A comparison of the costs of medical 
centers' participation in the program with 
the reimbursements provided for services of 
such medical centers. 

" (D) Any savings or costs to the medicare 
program under this title from the project. 

" (E) Any change in access to care or qual
ity of care for targeted medicare-eligible vet
erans participating in the project. 

"(F) Any effect of the project on the access 
to care and quality of care for targeted medi
care-eligible veterans not participating in 
the project and other veterans not partici
pating in the project. 

"(G) The provision of services under man
aged health care plans under subsection (1), 
including the circumstances (if any) under 
which the Secretary of Veterans Affairs uses 
reserves described in subsection (k) and the 
Secretary of Veterans Affairs' response to 
such circumstances (including the termi
nation of managed health care plans requir
ing the use of such reserves). 

" (H) Any effect that the demonstration 
project has on the enrollment in Medicare 
Choice organizations under part C of this 
title in the established site areas. 

" (2) REPORT ON EXTENSION AND EXPANSION 
OF DEMONSTRATION PROJECT.- Not later than 
six months after the date of the submission 
of the penultimate report under paragraph 
(1), the administering Secretaries shall sub
mit to Congress a report containing their 
recommendation as to-

"(A) whether to extend the demonstration 
project or make the project permanent; 

" (B) whether to expand the project to 
cover additional sites and areas and to in
crease the maximum amount of reimburse
ment (or the maximum amount of reim
bursement permitted for managed health 
care plans under this section) under the 
project in any year; and 

" (C) whether the terms and conditions of 
the project should be continued (or modified) 
if the project is extended or expanded. 

" MEDICARE SUBVENTION DEMONSTRATION 
PROJEC'r FOR MILITARY RE1'IREES 

" SEC. 1897. (a) DEFINITIONS.-In this sec
tion: 

" (1) ADMINISTERING SECRETARIES.- The 
term 'administering Secretaries' means the 
Secretary and the Secretary of Defense act
ing jointly. 

" (2) DEMONSTRATION PROJECT; PROJECT.
The terms 'demonstration project' and 
'project' mean the demonstration project 
carried out under this section. 

"(3) DESIGNATED PROVIDER.-The term 'des
ignated provider' has the meaning given that 
term in section 721(5) of the National Defense 
Authorization Act For Fiscal Year 1997 (Pub
lic Law 104-201; 110 Stat. 2593; 10 U.S.C. 1073 
note). 

" (4) MEDICARE-ELIGIBLE MILITARY RETIREE 
OR DEPENDENT.- The term 'medicare-eligible 
military retiree or dependent' means an indi
vidual described in section 1074(b) or 1076(b) 
of title 10, United States Code, who-

" (A) would be eligible for health benefits 
under section 1086 of such title by reason of 
subsection (c)(l) of such section 1086 but for 
the operation of subsection (d) of such sec
tion 1086; 

" (B)(i) is entitled to benefits under part A 
of this title; and 

" (ii) if the individual was entitled to such 
benefits before July 1, 1996, received health 
care i terns or services from a heal th care fa
cility of the uniformed services before that 
date, but after becoming entitled to benefits 
under part A of this title; 

" (C) is enrolled for benefits under part B of 
this title; and 

"(D) has attained age 65. 
"(5) MEDICARE HEALTH CARE SERVICES.- The 

term 'medicare health care services' means 
items or services covered under part A or B 
of this title. 

"(6) MILITARY TREATMENT FACILITY .- The 
term 'military treatment facility' means a 
facility referred to in section 1074(a) of title 
10, United States Code. 

"(7) TRICARE.-The term 'TRICARE' has 
the same meaning as the term 'TRICARE 
program' under section 711 of the National 
Defense Authorization Act for Fiscal Year 
1996 (10 U.S.C. 1073 note). 

"(5) TRUST FUNDS.-The term 'trust funds' 
means the Federal Hospital Insurance Trust 
Fund established in section 1817 and the Fed
eral Supplementary Medical Insurance Trust 
Fund established in section 1841. 

"(b) DEMONSTRATION PROJECT.
" (l) IN GENERAL.-
" (A) ESTABLISHMENT.-The administering 

Secretaries are authorized to establish a 
demonstration project (under an agreement 
entered into by the administering Secre
taries) under which the Secretary shall reim
burse the Secretary of Defense, from the 
trust funds, for medicare health care services 
furnished to certain medicare-eligible mili
tary retirees or dependents. 

"(B) AGREEMENT.-The agreement entered 
into under subparagraph (A) shall include at 
aminimum-

"(i) a description of the benefits to be pro
vided to the participants of the demonstra
tion project established under this section; 

" (ii) a description of the eligibility rules 
for participation in the demonstration 
project, including any cost sharing require
ments established under subsection (h); 

" (iii) a description of how the demonstra
tion project will satisfy the requirements 
under this title; 

" (iv) a description of the sites selected 
under paragraph (2); 
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"(v) a description of how reimbursement 

and maintenance of effort requirements 
under subsection (j) will be implemented in 
the demonstration project; and 

"(vi) a statement that the Secretary shall 
have access to all data of the Department of 
Defense that the Secretary determines is 
necessary to conduct independent estimates 
and audits of the maintenance of effort re
quirement, the annual reconciliation, and re
lated matters required under the demonstra
tion project. 

''(2) IN GENERAL.-The project established 
under this section shall be conducted in no 
more than 6 sites, designated jointly by the 
administering Secretaries after review of all 
TRICARE regions. 

"(3) RESTRICTION.-No new military treat
ment facilities will be built or expanded with 
funds from the demonstration project. 

"(4) DURATION.-The administering Secre
taries shall conduct the demonstration 
project during the 3-year period beginning on 
January 1, 1998. 

"(c) CREDITING OF PAYMENTS.-A payment 
received by the Secretary of Defense under 
the demonstration project shall be credited 
to the applicable Department of Defense 
medical appropriation and (within that ap
propriation). Any such payment received 
during a fiscal year for services provided dur
ing a prior fiscal year may be obligated by 
the Secretary of Defense during the fiscal 
year during which the payment is received. 

"(d) AUTHORITY TO WAIVE CERTAIN MEDI
CARE REQUIREMENTS.-The Secretary may. to 
the extent necessary to carry out the dem
onstration project, waive any requirement 
under this title. If the Secretary waives any 
such requirement, the Secretary shall in
clude a description of such waiver in the 
agreement described in subsection (b). 

"(e) INSPECTOR GENERAL.-Nothing in the 
agreement entered into under subsection (b) 
shall limit the Inspector General of the De
partment of Health and Human Services 
from investigating any matters regarding 
the expenditure of funds under this title for 
the demonstration project, including compli
ance with the provisions of this title and all 
other relevant laws. 

"(f) REPORT.-At least 30 days prior to the 
· commencement of the demonstration 
project, the administering Secretaries shall 
submit a copy of the agreement entered into 
under subsection (b) to the committees of ju
risdiction in Congress. 

"(g) VOLUNTARY PARTICIPATION.- Partici
pation of medicare-eligible military retirees 
or dependents in the demonstration project 
shall be voluntary, subject to the capacity of 
participating military treatment facilities 
and designated providers and the funding 
limitations specified in subsection (j), and 
shall be subject to such terms and conditions 
as the administering· Secretaries may estab
lish. 

" (h) COST-SHARING BY DEMONSTRATION EN
ROLLEES.-The Secretary of Defense may es
tablish cost-sharing requirements for medi
care-eligible military retirees and depend
ents who enroll in the demonstration project 
consistent with part C of this title. 

"(i) TRICARE HEALTH CARE PLANS.-
"(l) TRICARE PROGRAM ENROLLMENT FEE 

WAIVER.-The Secretary of Defense shall 
waive the enrollment fee applicable to any 
medicare-eligible military retiree or depend
ent enrolled in the managed care option of 
the TRICARE program for any period for 
which reimbursement is made under this sec
tion with respect to such retiree or depend
ent. 

"(2) MODIFICATION OF TRICARE CONTRACTS.
In carrying out the demonstration project, 

the Secretary of Defense is authorized to 
amend existing TRICARE contracts in order 
to provide the medicare health care services 
to the medicare-eligible military retirees 
and dependents enrolled in the demonstra
tion project. 

"(3) HEALTH CARE BENEFITS.-The admin
istering Secretaries shall prescribe the min
imum health care benefits to be provided 
under such a plan to medicare-eligible mili
tary retirees or dependents enrolled in the 
plan. Those benefits shall include at least all 
medicare health care services covered under 
this title. 

"(j) PAYMENTS BASED ON REGULAR MEDI
CARE PAYMENT RATES.-

"(l) PAYMENTS.-
"(A) IN GENERAL.-Subject to the suc

ceeding provisions of this subsection, the 
Secretary shall reimburse the Secretary of 
Defense for services provided under the dem
onstration project at the following rates: 

"(i) NONCAPITATION.-Except as provided in 
clause (ii) and subject to subparagraphs 
(B)(i) and (D), at a rate equal to 95 percent of 
the amounts that otherwise would be pay
able under this title on a noncapitated basis 
for such services 1f the military treatment 
facility or designated provider were not a 
Federal medical center, were participating 
in the program, and imposed charges for 
such services. 

"(ii) CAPITATION.-Subject to subpara
graphs (B)(ii) and (D), in the case of services 
provided to an enrollee under a managed 
health care plan established under sub
section (i), at a rate equal to 95 percent of 
the amount paid to a Medicare Choice orga
nization under part C with respect to such an 
enrollee. 
In cases in which a payment amount may 
not otherwise be readily computed, the Sec
retaries shall establish rules for computing 
equivalent or comparable payment amounts. 

"(B) EXCLUSION OF CERTAIN AMOUNTS.-
"(i) NONCAPITATION.-In computing the 

amount of payment under subparagraph 
(A)(i), the following shall be excluded: 

"(I) SPECIAL PAYMENTS.-Any amount at
tributable to an adjustment under subpara
graphs (B) and (F) of section 1886(d)(5) and 
subsection (h) of such section. 

"(II) PERCENTAGE OF CAPITAL PAYMENTS.
An amount determined by the administering 
Secretaries for amounts attributable to pay
ments for capital-related costs under sub
section (g) of such section. 

"(ii) CAPITATION.-In the case of years be
fore 2001, in computing the amount of pay
ment under subparagraph (A)(ii), the pay
ment rate shall be computed as though the 
amounts excluded under clause (1) had been 
excluded in the determination of the amount 
paid to a Medicare Choice organization 
under part C with respect to an enrollee. 

"(C) PERIODIC PAYMENTS FROM MEDICARE 
TRUST FUNDS.-Payments under this sub
section shall be made-

" (i) on a periodic basis consistent with the 
periodicity of payments under this title; and 

"(ii) in appropriate part, as determined by 
the Secretary, from the trust funds. 

"(D) CAP ON AMOUNT.-The aggregate 
amount to be reimbursed under this para
graph pursuant to the agreement entered 
into between the administering Secretaries 
under subsection (b) shall not exceed a total 
of-

"(1) $55,000,000 for calendar year 1998; 
"(ii) $65,000,000 for calendar year 1999; and 
"(iii) $75,000,000 for calendar year 2000. 
"(2) ASSURING NO INCREASE IN COST TO MEDI

CARE PROGRAM.-

"(A) MONITORING EFFECT OF DEMONSTRA
TION PROGRAM ON COSTS TO MEDICARE PRO
GRAM.-

"(i) IN GENERAL.-The Secretaries, in con
sultation with the Comptroller General, 
shall closely monitor the expenditures made 
under the medicare program for medicare-el
igible military retirees or dependents during 
the period of the demonstration project com
pared to the expenditures that would have 
been made for such medicare-eligible mili
tary retirees or dependents during that pe
riod if the demonstration project had not 
been conducted. The agreement entered into 
by the administering Secretaries under sub
section (b) shall require any participating 
military treatment facility to maintain the 
level of effort for space available care to 
medicare-eligible military retirees or de-
pendents. · 

"(ii) ANNUAL REPORT BY THE COMPTROLLER 
GENERAL.-Not later than December 31 of 
each year during which the demonstration 
project is conducted, the Comptroller Gen
eral shall submit to the Secretaries and the 
appropriate committees of Congress a report 
on the extent, 1f any, to which the costs of 
the Secretary under the medicare program 
under this title increased during the pre
ceding fiscal year as a result of the dem
onstration project. 

"(B) REQUIRED RESPONSE IN CASE OF IN

CREASE IN COSTS.-
"(i) IN GENERAL.- If the administering Sec

retaries find, based on subparagraph (A), 
that the expenditures under the medicare 
program under this title increased (or are ex
pected to increase) during a fiscal year be
cause of the demonstration project, the ad
ministering Secretaries shall take such steps 
as may be needed-

" (!) to recoup for the medicare program 
the amount of such increase in expenditures; 
and 

"(II) to prevent any such increase in the 
future. 

"(ii) STEPS.-Such steps-
"(!) under clause (i)(l) shall include pay

ment of the amount of such increased ex
penditures by the Secretary of Defense from 
the current medical care appropriation of 
the Department of Defense to the trust 
funds; and 

"(II) under clause (i)(II) shall include sus
pending or terminating the demonstration 
project (in whole or in part) or lowering the 
amount of payment under paragraph (l)(A). 

"(k) EVALUATION AND REPORTS.-
"(l) INDEPENDENT EVALUA'l'ION.-The ad

ministering Secretaries shall arrange for an 
independent entity with expertise in the 
evaluation of health services to conduct an 
evaluation of the demonstration project. The 
entity shall submit annual reports on the 
demonstration project to the administering 
Secretaries and to the committees of juris
diction in the Congress. The first report 
shall be submitted not later than 12 months 
after the date on which the demonstration 
project begins operation, and the final report 
not later than 31/2 years after that date. The 
evaluation and reports shall include an as
sessment, based on the agreement entered 
into under subsection (b), of the following: 

"(A) The number of medicare-eligible mili
tary retirees and dependents opting to par
ticipate in the demonstration project instead 
of receiving health benefits through another 
health insurance plan (including benefits 
under this title). 

"(B) Compliance by the Department of De
fense with the requirements under this title. 
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"(C) The cost to the Department of Defense 

of providing care to medicare-eligible mili
tary retirees and dependents under the dem
onstration project. 

" (D) Compliance by the Department of De
fense with the standards of quality required 
of entities that furnish medicare health care 
services. 

" (E) An analysis of whether, and in what 
manner, easier access to the uniformed serv
ices treatment system affects the number of 
medicare-eUgible military retirees and de
pendents receiving medicare health care 
services. 

" (F) Any savings or costs to the medicare 
program under this title resulting from the 
demonstration project. 

" (G) An assessment of the access to care 
and quality of care for medicare-eligible 
military retirees and dependents under the 
demonstration project. 

" (H) Any impact of the demonstration 
project on the access to care for medicare-el
igible military retirees and dependents who 
did not. enroll in the demonstration project 
and for other individuals entitled to benefits 
under this title. 

"(I) Any impact of the demonstration 
project on private health care providers. 

"(J) Any impact of the demonstration 
project on access to care for active duty 
military personnel and their dependents. 

"(K) A list of the health insurance plans 
and programs that were the primary payers 
for medicare-eligible military retirees and 
dependents during the year prior to their 
participation in the demonstration project 
and the distribution of their previous enroll
ment in such plans and programs. 

" (L) An identification of cost-shifting (if 
any) between the medicare program under 
this title and the Defense health program as 
a result of the demonstration project and a 
description of the nature of any such cost
shifting. 

"(M) An analysis of how the demonstration 
project affects the overall accessibility of 
the uniformed services treatment system 
and the amount of space available for point
of-service care, and a description of the unin
tended effects (if any) upon the normal treat
ment priority system. 

"(N) A description of the difficulties (if 
any) experienced by the Department of De
fense in managing the demonstration 
project. 

"(0) A description of the effects of the 
demonstration project on military treat
ment facility readiness· and training and the 
probable effects of the project on overall De
partment of Defense medical readiness and 
training. 

"(P) A description of the effec ts that the 
demonstration project, if permanent, would 
be expected to have on the overall budget of 
the Defense health program, the budgets of 
individual military treatment facilities and 
designated providers, and on the budget of 
the medicare program under this title. 

"(Q) An analysis of whether the dem
onstration project affects the cost to the De
partment of Defense of prescription drugs or 
the accessibility, availability, and cost of 
such drugs to demonstration program bene
ficiaries. 

" (R) Any additional elements specified in 
the agreement entered into under subsection 
(b). 

"(2) REPORT ON EXTENSION AND EXPANSION 
OF DEMONSTRATION PROJECT.- Not later than 
six months after the date of the submission 
of the penultimate report under paragraph 
(1), the administering Secretaries shall sub
mit to Congress a report containing their 
recommendation as to-

"(A) whether to extend the demonstration 
project or make the project permanent; 

" (B) whether to expand the project to 
cover additional sites and areas and to in
crease the maximum amount of reimburse
ment (or the maximum amount of reim
bursement permitted for managed health 
care plans under this section) under the 
project in any year; and 

" (C) whether the terms and conditions of 
the project should be continued (or modified) 
if the project is extended or expanded. " . 
CHAPTER 6-TAX TREATMENT OF HOS-

PITALS PARTICIPATING IN PROVIDER
SPONSORED ORGANIZATIONS 

SEC. 5049. TAX TREATMENT OF HOSPITALS 
WHICH PARTICIPATE IN PROVIDER· 
SPONSORED ORGANIZATIONS. 

(a) IN GENERAL.-Section 501 of the Inter
nal Revenue Code of 1986 (relating to exemp
tion from tax on corporations, certain 
trusts, etc.) is amended by redesignating 
subsection (o) as subsection (p) and by in
serting after subsection (n) the following 
new subsection: 

" (o) TREATMENT OF HOSPITALS PARTICI
PATING IN PROVIDER-SPONSORED 0RGANIZA
TIONS.-An organization shall not fail to be 
treated as organized and operated exclu
sively for a charitable purpose for purposes 
of subsection (c)(3) solely because a hospital 
which is owned and operated by such organi
zation participates in a provider-sponsored 
organization (as defined in section 1853(e) of 
the Social Security Act), whether or not the 
provider-sponsored organization is exempt 
from tax. For purposes of subsection (c)(3), 
any person with a material financial interest 
in such a provider-sponsored organization 
shall be treated as a private shareholder or 
individual with respect to the hospital.". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall take effect on 
the date of enactment of this Act. 

Subtitle B-Prevention Initiatives 
SEC. 5101. ANNUAL SCREENING MAMMOGRAPHY 

FOR WOMEN OVER AGE 39. 
(a) IN GENERAL.-Section 1834(c)(2)(A) (42 

U.S.C. 1395m(c)(2)(A)) is amended by striking 
clauses (iii), (iv), and (v) and inserting the 
following: 

" (iii) in the case of a woman over 39 years 
of age, payment may not be made under this 
part for screening mammography performed 
within 11 months following the month in 
which a previous screening mammography 
was performed. '' · 

(b) WAIVER OF COINSURANCE.-
(1) IN GENERAL.- Section 1834(c)(l)(C) (42 

U.S.C. 1395m(c)(l)(C)) is amended by striking 
" 80 percent of" . 

(2) WAIVER OF COINSURANCE IN OUTPATIENT 
HOSPITAL SETTINGS.- The third sentence of 
section 1866(a)(2)(A) ( 42 U.S. C. 1395cc(a)(2)(A)) 
is amended by inserting after " 1861(s)(10)(A)" 
the following: ", with respect to screening 
mammography (as defined in section 
186l(jj), " . 

(C) EFFECTIVE DATE.-The amendments 
made by subsection (a) apply to items and 
services furnished on or after January 1, 1998. 
SEC. 5102. COVERAGE OF COLORECTAL SCREEN-

ING. 
(a) IN GENERAL.-Section 1861 (42 u.s.c. 

1395x) is amended-
(1) in subsection (s)(2)-
(A) by striking "and" at the end of sub

paragraphs (N) and (0); and 
(B) by inserting after subparagraph (0) the 

following: 
"(P) colorectal cancer screening tests (as 

defined in subsection (oo)); and" ; and 
(2) by adding at the end the following·: 

" Colorectal Cancer Screening Test 
" (oo)(l)(A) The term 'colorectal cancer 

screening test' means a procedure furnished 
to an individual that the Secretary pre
scribes in regulations as appropriate for the 
purpose of early detection of colorectal can
cer, taking into account availability, effec
tiveness, costs, changes in technology and 
standards of medical practice, and such 
other factors as the Secretary considers ap
propriate. 

" (B) The Secretary shall consult with ap
propriate organizations in prescribing regu
lations under subparagraph (A).". 

(b) FREQUENCY AND PAYMENT LIMITS.-Sec
tion 1834 (42 U.S.C. 1395m) is amended by in
serting after subsection (c) the following new 
subsection: 

" (d) FREQUENCY AND PAYMENT LIMITS FOR 
OOLORECTAL CANCER SCREENING T ESTS.-

" (l) IN GENERAL.-The Secretary shall pre
scribe regulations that-

" (A) establish frequency limits for 
colorectal cancer screening tests that take 
into account the risk status of an individual 
and that are consistent with frequency lim
its for similar or related services; and 

"(B) establish payment limits (including 
limits on charges of nonparticipating physi
cians) for colorectal cancer screening tests 
that are consistent with payment limits for 
similar or related services. 

"(2) REVISIONS.-The Secretary shall peri
odically review and, to the extent the Sec
retary considers appropriate, revise the fre
quency and payment limits established 
under paragraph (1). 

"(3) FACTORS TO DETERMINE INDIVIDUALS AT 
RISK.- In establishing criteria for deter
mining whether an individual is at risk for 
purposes of this subsection, the Secretary 
shall take into consideration family history, 
prior experience of cancer, a history of 
chronic digestive disease condition, and the 
presence of any appropriate recognized gene 
markers for colorectal cancer. 

" (4) CONSULTATION.-In establishing and re
vising frequency and payment limits under 
this subsection, the Secretary shall consult 
with appropriate organizations. " 

(c) CONFORMING AMENDMENTS.-(!) Para
graphs (l)(D) and (2)(D) of section 1833(a) (42 
U.S.C . 1395l(a)) are each amended by insert
ing " or section 1834(d)" after " subsection 
(h)(l)". 

(2) Section 1833(h)(l)(A) (42 U.S.C. 
1395l(h)(l)(A)) is amended by striking " The 
Secretary" and inserting "Subject to section 
1834(d), the Secretary". 

(3) Section 1862(a) (42 U.S.C. 1395y(a)) is 
amended-

(A) in paragraph (1)-
(i) in subparagraph (E), by striking " and " 

at the end, 
(ii) in subparagraph (F), by striking the 

semicolon at the end and inserting " , and", 
and 

(iii) by adding at the end the following new 
subparagraph: 

" (G) in the case of colorectal cancer 
screening tests, which are performed more 
frequently than is covered under section 
1834(d);" ; and 

(B) in paragraph (7), by striking " para
graph (l)(B) or under paragraph (l)(F)" and 
inserting "subparagraph (B), (F), or (G) of 
paragraph (1)" . 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.- The amendments made by 

this section shall apply to items and services 
furnished on or after January 1, 1998. 

(2) REGULATIONS.- The Secretary of Health 
and Human Services shall issue final regula
tions described in sections 1861(00) and 
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1834(d) of the Social Security Act (as added 
by this section) within 3 months after the 
date of enactment of this Act. 
SEC. 5103. DIABETES SCREENING TESTS. 

(a) DIABETES OUTPATIENT SELF-MANAGE
MENT TRAINING SERVICES.-

(1) IN GENERAL.-Section 1861(s) (42 u.s.c. 
1395x(s)), as amended by section 5102, is 
amended-

(A) in subsection (s)(2)-
(i) by striking "and" at the end of subpara

graph (P); 
(ii) by inserting "and" at the end of sub

paragraph (Q); and 
(iii) by adding at the end the following: 
"(R) diabetes outpatient self-management 

training services (as defined in subsection 
(pp));", and 

(B) by adding at the end the following: 
" Diabetes Outpatient Self-Management 

Training Services 
"(pp)(l) The term 'diabetes outpatient self

management training services' means edu
cational and training services furnished to 
an individual with diabetes by a certified 
provider (as described in paragraph (2)(A)) in 
an outpatient setting by an individual or en
tity that meets the quality standards de
scribed in paragraph (2)(B), but only if the 
physician who is managing the individual's 
diabetic condition certifies that the services 
are needed under a comprehensive plan of 
care related to the individual 's diabetic con
dition to provide the individual with nec
essary skills and knowledge (including skills 
related to the self-administration of 
injectable drugs) to participate in the man
agement of the individual 's condition. 

"(2) In paragraph (1)-
"(A) a 'certified provider' is a physician, or 

other individual or entity designated by the 
Secretary, that, in addition to providing dia
betes outpatient self-management training 
services, provides other items or services for 
which payment may be made under this 
title; and 

"(B) a physician, or other such individual 
or entity, meets the quality standards de
scribed in this subparagraph if the physician, 
or individual or entity, meets quality stand
ards established by the Secretary, except 
that the physician, or other individual or en
tity, shall be deemed to have met such 
standards if the physician or other indi
vidual or entity-

"(i) meets applicable standards originally 
established by the National Diabetes Advi
sory Board and subsequently revised by orga
nizations who participated in the establish
ment of standards by such Board, or 

"(ii) is recognized by an organization that 
represents individuals (including individuals 
under this title) with diabetes as meeting 
standards for furnishing the services." 

(2) CONSULTATION WITH ORGANIZATIONS IN 
ESTABLISHING PAYMENT AMOUNTS FOR SERV
ICES PROVIDED BY PHYSICIANS.-In estab
lishing payment amounts under section 1848 
of the Social Security Act for physicians' 
services consisting of diabetes outpatient 
self-management training services, the Sec
retary of Health and Human Services shall 
consult with appropriate organizations, in
cluding such organizations representing indi
viduals or medicare beneficiaries with diabe
tes, in determining the relative value for 
such services under section 1848(c)(2) of such 
Act. 

(b) BLOOD-TESTING S'l'RIPS FOR INDIVIDUALS 
WITH DIABETES.-

(1) INCLUDING STRIPS AND MONITORS AS DU
RABLE MEDICAL EQUIPMENT.-The first sen
tence of section 1861(n) (42 U.S.C. 1395x(n)) is 
amended by inserting before the semicolon 

the following: ", and includes blood-testing 
strips and blood glucose monitors for indi
viduals with diabetes without regard to 
whether the individual has Type I or Type II 
diabetes or to the individual 's use of insulin 
(as determined under standards established 
by the Secretary in consultation with the 
appropriate organizations)". 

(2) 10 PERCENT REDUCTION IN PAYMENTS FOR 
TESTING STRIPS.-Section 1834(a)(2)(B)(lv) (42 
U.S.C. 1395m(a)(2)(B)(iv)) is amended by add
ing before the period the following: "(re
duced by 10 percent, in the case of a blood 
glucose testing strip furnished after 1997 for 
an individual with diabetes)". 

(C) E STABLISHMENT OF OUTCOME MEASURES 
FOR BENEFICIARIES WITH DIABETES.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services, in consultation with 
appropriate organizations, shall establish 
outcome measures , including glysolated he
moglobin (past 90-day average blood sugar 
levels), for purposes of evaluating the im
provement of the health status of medicare 
beneficiaries with diabetes mellitus. 

(2) R @COMMENDATIONS FOR MODIFICATIONS 
TO SCREENING BENEFITS.- Taking into ac
count information on the health status of 
medicare beneficiaries with diabetes 
mellitus as measured under the outcome 
measures established under subparagraph 
(A), the Secretary shall from time to time 
submit recommendations to Congress re
garding modifications to the coverage of 
services for such beneficiaries under the 
medicare program. 

(d) EFFECTIVE DATE.-The amendments 
made by this section apply to items and 
services furnished on or after January 1, 1998. 
SEC. 5104. COVERAGE OF BONE MASS MEASURE-

MENTS. 
(a) IN GENERAL.-Section 1861 (42 u.s.c. 

1395x) is amended-
(1) in subsection (s)-
(A) in paragraph (12)(C), by striking "and" 

at the end; 
(B) by striking the period at the end of 

paragraph (14) and inserting " ; and"; 
(C) by redesignating paragraphs (15) and 

(16) as paragraphs (16) and (17), respectively; 
and 

(D) by inserting after paragraph (14) the 
following: 

"(15) bone mass measurement (as defined 
in subsection (oo)). "; and 

(2) by inserting after subsection (pp), as 
added by section 5103, the following: 

" Bone Mass Measurement 
"(gg)(l) The term 'bone mass measure

ment' means a radiologic or radioscopic pro
cedure or other Food and Drug Administra
tion approved technology performed on a 
qualified individual (as defined in paragraph 
(2)) for the purpose of identifying bone mass, 
detecting bone loss, or determining bone 
quality, and includes a physician's interpre
tation of the results of the procedure. 

"(2) For purposes of paragraph (1), the 
term 'qualified individual' means an indi
vidual who is (in accordance with regula
tions prescribed by the Secretary)-

"(A) an estrogen-deficient woman at clin
ical risk for osteoporosis and who is consid
ering treatment; 

"(B) a n individual with vertebral abnor
malities; 

"(C) an individual receiving long-term 
glucocorticoid steroid therapy; 

"(D) an individual with primary 
hyperparathyroidism; or 

"(E) an individual being monitored to as
sess the response to or efficacy of an ap
proved osteoporosis drug therapy.". 

(b) CONFORMING AMENDMENTS.-Sections 
1864(a), 1865(a), 1902(a)(9)(C), and 

1915(a)(l)(B)(ii)(l) (42 U.S.C. 1395aa(a), 
1395bb(a), 1396a(a)(9)(C), and 
1396n(a)(l)(B)(ii)(l)) are amended by striking 
"paragraphs (15) and (16)" each place such 
term appears and inserting "paragraphs (16) 
and (17)". 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to bone 
mass measurements performed on or after 
January 1, 1998. 

Subtitle C-Rural Initiatives 
SEC. 5151. SOLE COMMUNITY HOSPITALS. 

Section 1886(b)(3)(C) (42 U.S.C. 
1395ww(b)(3)(C)) is amended-

(1) in clause (i), by redesignating sub
clauses (I) and (II) as items (aa) and (bb), re
spectively; 

(2) by redesignating clauses (1), (ii), (iii), 
and (iv) as subclauses (1), (II), (Ill), and (IV), 
respectively; 

(3) by striking "(C) In" and inserting 
"(C)(i) Subject to clause (ii), in"; and 

(4) by striking the last sentence and insert
ing the following: 

"(11)(1) There shall be substituted for the 
base cost reporting period described in 
clause (i)(l) a hospital 's cost reporting period 
(if any) beginning during fiscal year 1987 if 
such substitution results in an increase in 
the target amount for the hospital. 

"(II) Beginning with discharges occurring 
in fiscal year 1998, there shall be substituted 
for the base cost reporting period described 
in clause (i)(l) either-

"(aa) the allowable operating costs of inpa
tient hospital services (as defined in sub
section (a)(4)) recognized under this title for 
the hospital's cost reporting period (if any) 
beginning during fiscal year 1994 increased 
(in a compounded manner) by the applicable 
percentage increases applied to the hospital 
under this paragraph for discharges occur
ring in fiscal years 1995, 1996, 1997, and 1998, 
or 

"(bb) the allowable operating costs of inpa
tient hospital services (as defined in sub
section (a)(4)) recognized under this title for 
the hospital 's cost reporting period (if any) 
beginning· during fiscal year 1995 increased 
(in a compounded manner) by the applicable 
percentage increase applied to the hospital 
under this paragraph for discharges occur
ring in fiscal years 1995, 1996, 1997, and 1998, 
if such substitution results in an increase in 
the target amount for the hospital. " . 
SEC. 5152. MEDICARE-DEPENDENT, SMALL RURAL 

HOSPITAL PAYMENT EXTENSION. 
(a) SPECIAL TREATMENT EXTENDED.-
(1) PAYMENT METHODOLOGY.- Section 

1886(d)(5)(G) (42 U.S.C. 1395ww(d)(5)(G)) is 
amended-

(A) in clause (1), by striking " October l, 
1994," and inserting "October 1, 1994, or be
ginning on or after October l, 1997, and be
fore October 1, 2001, "; and 

(B) in clause (ii)(Il), by striking " October 
1, 1994," and inserting " October 1, 1994, or be
ginning on or after October 1, 1997, and be
fore October 1, 2001, ". 

(2) EXTENSION OF TARGET AMOUNT.-Section 
1886(b)(3)(D) (42 U.S.C. 1395ww(b)(3)(D)) is 
amended-

(A) in the matter preceding clause (i), by 
striking " September 30, 1994," and inserting 
" September 30, 1994, and for cost reporting 
periods beginning on or after October 1, 1997, 
and before October 1, 2001,"; 

(B) in clause (ii), by striking " and" at the 
end; 

(C) in clause (iii), by striking the period at 
the end and inserting ", and"; and 

(D) by adding after clause (iii) the fol
lowing new clause: 
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"(iv) with respect to discharges occurring 

during fiscal year 1998 through fiscal year 
2000, the target amount for the preceding 
year increased by the applicable percentage 
increase under subparagraph (B)(iv). ". 

(3) PERMITTING HOSPITALS TO DECLINE RE
CLASSIFICATION.-Section 1350l(e)(2) of 
OBRA-93 (42 U.S.C. 1395ww note) is amended 
by striking "or fiscal year 1994" and insert
ing ", fiscal year 1994, fiscal year 1998, fiscal 
year 1999, or fiscal year 2000". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) shall apply with re
spect to discharges occurring on or after Oc
tober 1, 1997. 
SEC. 5153. MEDICARE RURAL HOSPITAL FLEXI

BILITY PROGRAM. 
(a) MEDICARE RURAL HOSPITAL FLEXIBILITY 

PROGRAM.-Section 1820 (42 u.s.c. 1395i--4) is 
amended to read as follows: 

"MEDICARE RURAL HOSPITAL FLEXIBILITY 
PROGRAM 

"SEC. 1820. (a) ESTABLISHMENT.-Any State 
that submits an application in accordance 
with subsection (b) may establish a medicare 
rural hospital flexibility program described 
in subsection (c). 

"(b) APPLICATION.-A State may establish 
a medicare rural hospital flexibility program 
described in subsection (c) if the State sub
mits to the Secretary at such time and in 
such form as the Secretary may require an 
application containing-

"(1) assurances that the State-
"(A) has developed, or is in the process of 

developing, a State rural health care plan 
that-

"(i) provides for the creation of 1 or more 
rural health networks (as defined in sub
section (d)) in the State; 

"(ii) promotes regionalization of rural 
health services in the State; and 

"(iii) improves access to hospital and other 
heal th services for rural residents of the 
State; and 

"(B) has developed the rural health care 
plan described in subparagraph (A) in con
sultation with the hospital association of the 
State, rural hospitals located in the State, 
and the State Office of Rural Health (or, in 
the case of a State in the process of devel
oping such plan, that assures the Secretary 
that the State will consult with its State 
hospital association, rural hospitals located 
in the State, and the State Office of Rural 
Health in developing such plan); 

"(2) assurances that the State has des
ignated (consistent with the rural health 
care plan described in paragraph (l)(A)), or is 
in the process of so designating, rural non
profit or public hospitals or facilities located 
in the State as critical access hospitals; and 

"(3) such other information and assurances 
as the Secretary may require. 

'·(c) MEDICARE RURAL HOSPITAL FLEXI
BILITY PROGRAM DESCRIBED.-

"(l) . IN GENERAL.-A State that has sub
mitted an application in accordance with 
subsection (b), may establish a medicare 
rural hospital flexibility program that pro
vides that-

"(A) the State shall develop at least 1 rural 
health network (as defined in subsection (d)) 
in the State; and 

"(B) at least 1 facility in the State shall be 
designated as a critical access hospital in ac
cordance with paragraph (2). 

"(2) STATE DESIGNATION OF FACILITIES.
"(A) IN GENERAL.-A State may designate 1 

or more facilities as a critical access hos
pital in accordance with subparagraph (B). 

"(B) CRITERIA FOR DESIGNATION AS CRITICAL 
ACCESS HOSPITAL.-A State may designate a 
facility as a critic al access hospital if the fa
cility-

"(1) ls a nonprofit or public hospital and is 
located in a county (or equivalent unit of 
local government) jn a rural area (as defined 
in section 1886(d)(2)(D)) that-

" (!) is located more than a 35-mile drive 
from a hospital, or another facility described 
in this subsection; or 

"(II) is certified by the State as being a 
necessary provider of health care services to 
residents in the area; 

"(ii) makes available 24-hour emergency 
care services that a State determines are 
necessary for ensuring access to emergency 
care services in each area served by a crit
ical access hospital; 

"(iii) provides not more than 15 acute care 
inpatient beds (meeting such standards as 
the Secretary may establish) for providing 
inpatient care for a period not to exceed 96 
hours (unless a longer period is required be
cause transfer to a hospital is precluded be
cause of inclement weather or other emer
gency conditions), except that a peer review 
organization or equivalent entity may, on 
request, waive the 96-hour restriction on a · 
case-by-case basis; 

"(iv) meets such staffing requirements as 
would apply under section 1861(e) to a hos
pital located in a rural area, except that-

"(!) the facility need not meet hospital 
standards relating to the number of hours 
during a day, or days during a week, in 
which the facility must be open and fully 
staffed, except insofar as the facility is re
quired to make available emergency care 
services as determined under clause (ii) and 
must have nursing services available on a 24-
hour basis, but need not otherwise staff the 
facility except when an inpatient is present; 

"(II) the facility may provide any services 
otherwise required to be provided by a full
time, on site dietitian, pharmacist, labora
tory technician, medical technologist, and 
radiological technologist on a part-time, off 
site basis under arrangements as defined in 
section 1861(w)(l); and 

"(III) the inpatient care described in clause 
(iii) may be provided by a physician's assist
ant, nurse practitioner, or clinical nurse spe
cialist subject to the oversight of a physician 
who need not be present in the facility; and 

"(v) meets the requirements of section 
1861(aa)(2)(l). 

"(d) DEFINITION OF RURAL HEALTH NET
WORK.-

"(1) IN GENERAL.-ln this section, the term 
'rural health network' means, with respect 
to a State, an organization consisting of

"(A) at least 1 facility that the State has 
designated or plans to designate as a critical 
access hospital; and 

"(B) at least 1 hospital that furnishes 
acute care services. 

"(2) AGREEMEN'rS.-
"(A) IN GENERAL.- Each critical access hos

pital that is a member of a rural health net
work shall have an agreement with respect 
to each item described in subparagraph (B) 
with at least 1 hospital that is a member of 
the network. 

"(B) ITEMS DESCRIBED.-The items de
scribed in this subparagraph are the fol
lowing: 

"(i) Patient referral and transfer. 
"(ii) The development and use of commu

nications systems including (where fea
sible)-

" (I) telemetry systems; and 
" (II) systems for electronic sharing of pa

tient data. 
"(iii) The provision of emergency and non

emergency transportation among the facil
ity and the hospital. 

"(C) CREDENTIALING AND QUALITY ASSUR
ANCE.-Each critical access hospital that is a 

member of a rural health network shall have 
an agreement with respect to credentialing 
and quality assurance with at least-

"(i) 1 hospital that ·is a member of the net
work; 

" (ii) 1 peer review organization or equiva
lent entity; or 

"(iii) 1 other appropriate and qualified en
tity identified in the State rural health care 
plan. 

"(e) CERTIFICATION BY THE SECRETARY.
The Secretary shall certify a facility as a 
critical access hospital if the facility-

"(!) ls located in a State that has estab
lished a medicare rural hospital flexibility 
program in accordance with subsection (c); 

"(2) is designated as a critical access hos
pital by the State in which it is located; and 

"(3) meets such other criteria as the Sec
retary may require. 

"(f) PERMITTING MAINTENANCE OF SWING 
BEDS.-Nothing in this section shall be con
strued to prohibit a critical access hospital 
from entering into an agreement with the 
Secretary under section 1883 under which the 
facility's inpatient hospital facilities are 
used for the furnishing of extended care serv
ices. 

"(g) GRANTS.-
"(!) MEDICARE RURAL HOSPITAL FLEXIBILITY 

PROGRAM.-The Secretary may award grants 
to States that have submitted applications 
in accordance with subsection (b) for-

"(A) engaging in activities relating to 
planning and implementing a rural health 
care plan; 

"(B) engaging in activities relating to 
planning and implementing rural health net
works; and 

"(C) designating facilities as critical ac
cess hospitals. 

"(2) RURAL EMERGENCY MEDICAL SERV
ICES.-

"(A) IN GENERAL.-The Secretary may 
award grants to States that have submitted 
applications in accordance with subpara
graph (B) for the establishment or expansion 
of a program for the provision of rural emer
gency medical services. 

"(B) APPLICATION.-An application is in ac
cordance with this subparagraph if the State 
submits to the Secretary at such time and in 
such form as the Secretary may require an 
application containing the assurances de
scribed in subparagraphs (A)(ii), (A)(iii), and 
(B) of subsection (b)(l) and paragraph (3) of 
that subsection. 

"(h) GRANDFATHERING OF CERTAIN FACILI
TIES.-

"(1) IN GENERAL.-Any medical assistance 
facility operating in Montana and any rural 
primary care hospital designated by the Sec
retary under this section prior to the date of 
the enactment of the Balanced Budget Act of 
1997 shall be deemed to have been certified 
by the Secretary under subsection (e) as a 
critical access hospital if such facility or 
hospital is otherwise eligible to be des
ignated by the State as a critical access hos
pital under subsection (c). 

"(2) CONTINUATION OF MEDICAL ASSISTANCE 
FACILITY AND RURAL PRIMARY CARE HOSPITAL 
TERMS.-Notwithstanding any other provi
sion of this title, with respect to any medical 
assistance facility or rural primary care hos
pital described in paragraph (1), any ref
erence in this title to a 'critical access hos
pital' shall be deemed to be a reference to a 
'medical assistance facility' or 'rural pri
mary care hospital'. 

"(i) WAIVER OF CONFLICTING PART A PROVI
SIONS.-The Secretary is authorized to waive 
such provisions of this part and part D as are 
necessary to conduct the program estab
lished under this section. 
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"(j) AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated from 
the Federal Hospital Insurance Trust Fund 
for making grants to all States under sub
section (g), $25,000,000 in each of the fiscal 
years 1998 through 2002.". 

(b) REPORT ON ALTERNATIVE TO 96-HOUR 
RULE.-Not later than January l, 1998, the 
Administrator of the Health Care Financing 
Administration shall submit to Congress a 
report on the feasibility of, and administra
tive requirements necessary to establish an 
alternative for certain medical diagnoses (as 
determined by the Administrator) to the 96-
hour limitation for inpatient care in critical 
access hospitals required by section 
1820(c)(2)(B)(iii) of the Social Security Act 
(42 U.S.C. 1395i-4), as added by subsection (a) 
of this section. 

(C) CONFORMING AMENDMENTS RELATING TO 
RURAL PRIMARY CARE HOSPITALS AND CRIT
ICAL ACCESS HOSPITALS.-

(1) IN GENERAL.-Title XI of the Social Se
curity Act (42 U.S.C. 1301 et seq.) and title 
XVIII of that Act (42 U.S.C. 1395 et seq.) are 
each amended by striking "rural primary 
care" each place it appears and inserting 
"critical access". 

(2) DEFINITIONS.- Section 186l(mm) of the 
Social Security Act (42 U.S.C. 1395x(mm)) is 
amended to read as follows: 
"CRITICAL ACCESS HOSPITAL; CRITICAL ACCESS 

HO SPIT AL SERVICES 
"(mm)(l) The term 'critical access hos

pital' means a facility certified by the Sec
retary as a critical access hospital under sec
tion 1820(e). 

"(2) The term 'inpatient critical access 
hospital services' means items and services, 
furnished to an inpatient of a critical access 
hospital by such facility, that would be inpa
tient hospital services if furnished to an in
patient of a hospital by a hospital. 

"(3) The term 'outpatient critical access 
hospital services' means medical and other 
heal th services furnished by a critical access 
hospital on an outpatient basis.". 

(3) PART A PAYMENT.-Section 1814 of the 
Social Security Act (42 U.S.C. 1395f) is 
amended-

(A) in subsection (a)(8), by striking " 72" 
and inserting "96"; and 

(B) by amending subsection (l) to read as 
follows: 

" Payment for Inpatient Critical Access 
Hospital Services 

"(l) The amount of payment under this 
part for inpatient critical access hospital 
services is the reasonable costs of the crit
ical access hospital in providing such serv
ices.''. 

(4) PAYMENT CONTINUED TO DESIGNATED 
EACHS.-Section 1886(d)(5)(D) of the Social 
Security Act (42 U.S.C. 1395ww(d)(5)(D)) is 
amended-

(A) in clause (iii)(III), by inserting " as in 
effect on September 30, 1997" before the pe
riod at the end; and 

(B) in clause (v)-
(i) by inserting "as in effect on September 

30, 1997" after " 1820(i)(l)"; and 
(ii) by striking " 1820(g)" and inserting 

"1820(d)" . 
(5) PART B PAYMENT.- Section 1834(g) of the 

Social Security Act (42 U.S.C. 1395m(g)) is 
amended to read as follows: 

" (g) PAYMENT FOR OUTPATIENT CRITICAL 
ACCESS HOSPITAL SERVICES.-The amount of 
payment under this part for outpatient crit
ical access hospital services is the reason
able costs of the critical access hospital in 
providing such services.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished on or after October 1, 1997. 

SEC. 5154. PROHIBITING DENIAL OF REQUEST BY 
RURAL REFERRAL CENTERS FOR 
RECLASSIFICATION ON BASIS OF 
COMPARABILITY OF WAGES. 

(a) IN GENERAL.-Section 1886(d)(10)(D) (42 
U.S.C. 1395ww(d)(10)(D)) is amended-

(1) by redesignating clause (iii) as clause 
(iv); and 

(2) by inserting after clause (ii) the fol
lowing new clause: 

"(iii) Under the guidelines published by the 
Secretary under clause (i), in the case of a 
hospital which has ever been classified by 
the Secretary as a rural referral center 
under paragraph (5)(C), the Board may not 
reject the application of the hospital under 
this paragraph on the basis of any compari
son between the average hourly wage of the 
hospital and the average hourly wage of hos
pitals in the area in which it is located.". 

(b) CONTINUING TREATMENT OF PREVIOUSLY 
DESIGNA1'ED CENTERS.-

(1) IN GENERAL.-Any hospital classified as 
a rural referral center by the Secretary of 
Health and Human Services under section 
1886(d)(5)(C) of the Social Security Act for 
fiscal year 1991 shall be classified as such a 
rural referral center for fiscal year 1998 and 
each subsequent fiscal year. 

(2) BUDGET NEUTRALITY.-The provisions of 
section 1886(d)(8)(D) of the Social Security 
Act shall apply to reclassifications made 
pursuant to paragraph (1) in the same man
ner as such provisions apply to a reclassifica
tion under section 1886(d)(10) of such Act. 
SEC. 5155. RURAL HEALTH CLINIC SERVICES. 

(a) PER-VISIT PAYMENT LIMITS FOR PRO
VIDER-BASED CLINICS.-

(1) Ex'rENSION OF LIMIT.-
(A) IN GENERAL.- The matter in section 

1833(f) (42 U.S.C. 1395l(f)) preceding paragraph 
(1) is amended by striking "independent 
rural health clinics" and inserting "rural 
health clinics (other than such clinics in 
rural hospitals with less than 50 beds)". 

(B) EFFECTIVE DATE.-The amendment 
made by subparagraph (A) applies to services 
furnished after 1997. 

(2) TECHNICAL CLARIFICATION.-Section 
1833(f)(l) (42 U.S.C. 1395l(f)(l)) is amended by 
inserting "per visit" after •'$46". 

(b) ASSURANCE OF QUALITY SERVICES.-
(1) IN GENERAL.-Subparagraph (I) of the 

first sentence of section 1861(aa)(2) (42 U.S.C. 
1395x(aa)(2)) is amended to read as follows: 

"(I) has a quality assessment and perform
ance improvement program, and appropriate 
procedures for review of utilization of clinic 
services, as the Secretary may specify.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall take effect on 
January 1, 1998. 

(C) WAIVER OF CERTAIN STAFFING REQUIRE
MENTS LIMITED TO CLINICS IN PROGRAM.-

(1) IN GENERAL.-Section 1861(aa)(7)(B)) (42 
U.S.C. 1395x(aa)(7)(B)) is amended by insert
ing before the period " , or if the facility has 
not yet been determined to meet the require
ments (including subparagraph (J) of the 
first sentence of paragraph (2)) of a rural 
heal th clinic.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) applies to waiver re
quests made after 1997. 

(d) R EFINEMENT OF SHORTAGE AREA RE
QUIREMENTS.-

(1) DESIGNATION REVIEWED TRIENNIALLY.
Section 1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) is 
amended in the second sentence, in the mat
ter in clause (i) preceding subclause (I)-

(A) by striking "and that is designated" 
and inserting " and that, within the previous 
3-year period, has been designated"; and 

(B) by striking "or that is designated" and 
inserting "or designated". 

(2) AREA MUST HAVE SHORTAGE OF HEALTH 
CARE PRACTITIONERS.-Section 1861(aa)(2) ( 42 
U.S.C. 1395x(aa)(2)), as amended by paragraph 
(1), is further amended in the second sen
tence, in the matter in clause (1) preceding 
subclause (I)-

(A) by striking the comma after "personal 
health services"; and 

(B) by inserting "and in which there are in
sufficient numbers of needed health care 
practitioners (as determined by the Sec
retary)," after "Bureau of the Census)". 

(3) PREVIOUSLY QUALIFYING CLINICS GRAND
FATHERED ONLY TO PREVENT SHORTAGE.-

(A) IN GENERAL.-Section 1861(aa)(2) (42 
U.S.C. 1395x(aa)(2)) is amended in the third 
sentence by inserting before the period "if it 
is determined, in accordance with criteria 
established by the Secretary in regulations, 
to be essential to the delivery of primary 
care services that would otherwise be un
available in the geographic area served by 
the clinic" . 

(B) PAYMENT FOR CERTAIN PHYSICIAN AS
SISTANT SERVICES.-

(1) IN GENERAL.-With respect to any regu
lations issued to implement section 
1861(aa)(2) (42 U.S.C. 1395x(aa)(2)) (as amend
ed by subparagraph (A)), the Secretary of 
Health and Human Services shall include in 
such regulations provisions providing for the 
direct payment to the physician assistant for 
any physician assistant services as described 
in clause (ii). 

(ii) SERVICES DESCRIBED.-Services de
scribed in this clause are physician assistant 
services provided at a rural health clinic 
that is principally owned, as determined by 
the Secretary, by a physician assistant-

(!) as of the date of enactment of this Act; 
and 

(II) continuously from such date through 
the date on which such services are provided. 

(iii) SUNSET.-The provisions of this sub
paragraph shall not apply after January 1, 
2003. 

(4) EFFECTIVE DATES; IMPLEMENTING REGU
LATIONS.-

(A) IN GENERAL.-Except as otherwise pro
vided, the amendments made by the pre
ceding paragraphs take effect on January 1 
of the first calendar year beginning at least 
1 month after enactment of this Act. 

(B) CURRENT RURAL HEALTH CLINICS.-The 
amendments made by the preceding para
graphs take effect, with respect to entities 
that are rural health clinics under title 
XVIII of the Social Security Act (42 U.S.C. 
1395 et seq.) on the date of enactment of this 
Act, on January 1 of the second calendar 
year following the calendar year specified in 
subparagraph (A). 

(C) GRANDFATHERED CLINICS.-
(!) IN GENERAL.-The amendment made by 

paragraph (3) shall take effect on the effec
tive date of regulations issued by the Sec
retary under clause (ii). 

(ii) REGULATIONS.-The Secretary shall 
issue final regulations implementing para
graph (3) that shall take effect no later than 
January 1 of the third calendar year begin
ning at least 1 month after the date of enact
ment of this Act. 
SEC. 5156. MEDICARE REIMBURSEMENT FOR 

TELEHEALTB SERVICES. 
(a) IN GENERAL.-Not later than July 1, 

1998, the Secretary of Health and Human 
Services (in this section referred to as the 
" Secretary") shall make payments from the 
Federal Supplementary Medical Insurance 
Trust Fund under part B of title XVIII of the 
Social Security Act (42 U.S.C. 1395j et seq.) 
in accordance with the methodology de
scribed in subsection (b) for professional con
sultation via telecommunications systems 
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with a health care provider furnishing a 
service for which payment may be made 
under such part to a beneficiary under the 
medicare program residing in a rural area (as 
defined in section 1886(d)(2)(D) of such Act (42 
U.S.C. 1395ww(d)(2)(D))) that is designated as 
a health professional shortage area under 
section 332(a)(l)(A) of the Public Health 
Service Act (42 U.S.C. 254e(a)(l)(A)), notwith
standing that the individual health care pro
vider providing the professional consultation 
is not at the same location as the health 
care provider furnishing the service to that 
beneficiary. · 

(b) METHODOLOGY FOR DETERMINING 
AMOUNT OF PAYMENTS.- Taking into account 
the findings of the report required under sec
tion 192 of the Health Insurance Portability 
and Accountability Act of 1996 (Public Law 
104-191; 110 Stat. 1988), the findings of the re
port required under paragraph (c), and any 
other findings related to the clinical efficacy 
and cost-effectiveness of telehealth applica
tions, the Secretary shall establish a meth
odology for determining the amount of pay
ments made under subsection (a) within the 
following parameters: 

(1) The payment shall include a bundled 
payment to be shared between the referring 
health care provider and the consulting 
health care provider. The amount of such 
bundled payment shall not be greater than 
the current fee schedule of the consulting 
health care provider for the health care serv
ices provided. 

(2) The payment shall not include any re
imbursement for any line charges or any fa
cility fees. 

(C) SUPPLEMENTAL REPORT.-Not later than 
January 1, 1998, the Secretary shall submit a 
report to Congress which shall contain a de
tailed analysis of-

(1) how telemedicine and telehealth sys
tems are expanding access to health care 
services; 

(2) the clinical efficacy and cost-effective
ness of telemedicine and telehealth applica
tions; 

(3) the quality of telemedicine and tele
health services delivered; and 

(4) the reasonable cost of telecommuni
cations charges incurred in practicing tele
medicine and telehealth in rural, frontier, 
and underserved areas. 

(d) EXPANSION OF TELEHEALTH SERVICES 
FOR CERTAIN MEDICARE BENEFICIARIES.-

(1) IN GENERAL.-Not later than January 1, 
1999, the Secretary shall submit a report to 
Congress that examines the possibility of 
making payments from the Federal Supple
mentary Medical Insurance Trust Fund 
under part B of title XVIII of the Social Se
curity Act (42 U.S.C. 1395j et seq.) for profes
sional consultation via telecommunications 
systems with a health care provider fur
nishing a service for which payment may be 
made under such part to a beneficiary de
scribe.a in paragraph (2), notwithstanding 
that the individual health care provider pro
viding the professional consultation is not at 
the same location as the health care provider 
furnishing the service to that beneficiary. 

(2) BENEFICIARY DESCRIBED.- A beneficiary 
described in this paragraph is a beneficiary 
under the medicare program under title 
XVTII of the Social Security Act (42 U.S.C. 
1395 et seq.) who does not reside in a rural 
area (as so defined) that is designated as a 
health professional shortage area under sec
tion 332(a)(l)(A) of the Public Health Service 
Act (42 U.S .C. 254e(a)(l)(A)), who is home
bound or nursing homebound, and for whom 
being transferred for health care services im
poses a serious hardship. 

(3) REPORT.-The report described in para
graph (1) shall contain a detailed statement 
of the potential costs to the medicare pro
gram of making the payments described in 
that paragraph using various reimbursement 
schemes. 
SEC. 5157. TELEMEDICINE, INFORMATICS, AND 

EDUCATION DEMONSTRATION 
PROJECT. 

(a) PURPOSE AND AUTHORIZATION.-
(1) IN GENERAL.-Not later than 9 months 

after the date of enactment of this section, 
the Secretary of Health and Human Services 
(in this section referred to as the " Sec
retary") shall conduct a demonstration 
project described in paragraph (2). 

(2) DESCRIPTION OF PROJECT.-The dem
onstration project described in this para
graph is a single demonstration project to 
study the use of eligible health care provider 
telemedicine networks to implement high
capacity computing and advanced networks 
to improve primary care (and prevent health 
care complications), improve access to spe
cialty care, and provide educational and 
training support to rural practitioners. 

(3) WAIVER AUTHORITY.-The Secretary 
shall waive compliance with the require
ments of titles XI, XVIII, and XIX of the So
cial Security Act (42 U.S.C. 1301 et seq., 1395 
et seq., 1396 et seq.) to such extent and for 
such period as the Secretary determines is 
necessary to conduct the demonstration 
project. 

(4) DURATION OF PROJECT.-The project 
shall be conducted for a 5-year period. 

(b) OBJEC'l'IVES OF PROJECT.-The objec
tives of the demonstration project conducted 
under this section shall include the fol
lowing: 

(1) The improvement of patient access to 
primary and specialty care and the reduction 
of inappropriate hospital visits in order to 
improve patient quality-of-life and reduce 
overall health care costs. 

(2) The development of a curriculum to 
train and development of standards for re
quired credentials and licensure of . health 
professionals (particularly primary care 
health professionals) in the use of medical 
informatics and telecommunications. 

(3) The demonstration of the application of 
advanced technologies such as video-confer
encing from a patient's home and remote 
monitoring of a patient's medical condition. 

(4) The development of standards in the ap
plication of telemedicine and medical 
informatics. 

(5) The development of a model for cost-ef
fective delivery of primary and related care 
in both a managed care environment and in 
a fee-for-service environment. 

(C) ELIGIBLE HEALTH CARE PROVIDER TELE
MEDICINE NETWORK DEFINED.-In this section, 
the term "eligible health care provider tele
medicine network" means a consortium 
that-

(1) includes-
(A) at least 1 tertiary care hospital with an 

existing telemedicine network with an exist
ing relationship with a medical school; and 

(B) not more than 6 facilities, including at 
least 3 rural referral centers, in rural areas; 
and 

(2) meets the following requirements: 
(A) The consortium is located in a region 

that is predominantly rural. 
(B) The consortium submits to the Sec

retary an application at such time, in such 
manner, and containing such information as 
the Secretary may require, including a de
scription of the use the consortium would 
make of any amounts received under the 
demonstration project and the source and 

amount of non-Federal funds used in the 
project. 

(C) The consortium guarantees that it will 
be responsible for payment for all costs of 
the project that are not paid under this sec
tion and that the maximum amount of pay
ment that may be made to the consortium 
under this section shall not exceed the 
amount specified in subsection (d)(3). 

(d) COVERAGE AS MEDICARE PART B SERV
ICES.-

(1) IN GENERAL.-Subject to the succeeding 
provisions of this section, services for medi
care beneficiaries furnished under the dem
onstration project shall be considered to be 
services covered under part B of title XVIII 
of the Social Security Act (42 U.S.C. 1395j). 

(2) PAYMENTS.-
(A) IN GENERAL.-Subject to paragraph (3), 

payment for services provided under this sec
tion shall be made at a rate of 50 percent of 
the costs that are reasonable and related to 
the provision of such services. In computing 
such costs, the Secretary shall include costs 
described in subparagraph (B), but may not 
include costs described in subparagraph (C). 

(B) COSTS THAT MAY BE INCLUDED.-The 
costs described in this subparagraph are the 
permissible costs (as recognized by the Sec
retary) for the following: 

(i) The acquisition of telemedicine equip
ment for use in patients' homes (but only in 
the case of patients located in medically un
derserved areas). 

(ii) Curriculum development and training 
of health professionals in medical 
informatics and telemedicine. 

(iii) Payment of telecommunications costs 
including salaries, maintenance of equip
ment, and costs of telecommunications be
tween patients' homes and the eligible net
work and between the network and other en
tities under the arrangements described in 
subsection (c) . 

(iv) Payments to practitioners and pro
viders under the medicare programs. 

(C) O'l'HER cosTs.-The costs described in 
this subparagraph include the following: 

(i) The purchase or installation of trans
mission equipment (other than such equip
ment used by health professionals to deliver 
medical informatics services under · the 
project). 

(ii) The establishment or operation of a 
telecommunications common carrier net
work. 

(iii) Construction that is limited to minor 
renovations related to the installation of 
equipment. 

(3) LIMITATION AND FUNDS.- The Secretary 
shall make the payments under the dem
onstration project conducted under this sec
tion from the Federal Supplementary Med
ical Insurance Trust Fund, established under 
section 1841 of the Social Security Act (42 
U.S.C. 1395t), except that the total amount of 
the payments that may be made by the Sec
retary under this section shall not exceed 
$27,000,000. . 
Subtitle D-Anti-Fraud and Abuse Provisions 

and Improvements in Protecting Program 
Integrity 
CHAPTER I-REVISIONS TO SANCTIONS 

FOR FRAUD AND ABUSE 
SEC. 5201. AUTHORITY TO REFUSE TO ENTER 

INTO MEDICARE AGREEMENTS WITH 
INDIVIDUALS OR ENTITIES CON
VICTED OF FELONIES. 

(a) MEDICARE PART A.- Section 1866(b)(2) 
(42 U.S.C. 1395cc(b)(2)) is amended-

(1) in subparagraph (B), by striking " or" at 
the end; 

(2) in subparagraph {C), by striking the pe
riod at the end and inserting ", or"; and 
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(3) by adding at the end the following: 
"(D) has ascertained that the provider has 

been convicted of a felony under Federal or 
State law for an offense that the Secretary 
determines is inconsistent with the best in
terests of program beneficiaries.''. 

(b) MEDICARE PART B.-Section 1842 (42 
U.S.C. 1395u) is amended by adding at the 
end the following: 

"(s) The Secretary may refuse to enter 
into an agreement with a physician or sup
plier under subsection (h), or may terminate 
or refuse to renew such agreement, in the 
event that such physician or supplier has 
been convicted of a felony under Federal or 
State law for an offense which the Secretary 
determines is inconsistent with the best in
terests of program beneficiaries. '' . 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on the 
date of the enactment of this Act and apply 
to the entry and renewal of contracts on or 
after such date. 
SEC. 5202. EXCLUSION OF ENTITY CONTROLLED 

BY FAMILY MEMBER OF A SANC
TIONED INDMDUAL. 

(a) IN GENERAL.- Sectlon 1128 (42 u.s.c. 
1320a-7) is amended-

(1) in subsection (b)(8)(A)-
(A) in clause (i), by striking " or" at the 

end; 
(B) in clause (ii), by striking the dash at 

the end and inserting"; or"; and 
(C) by inserting after clause (ii) the fol

lowing: 
"(iii) who was described in clause (i) but is 

no longer so described because of a transfer 
of ownership or control interest, in anticipa
tion of (or following) a conviction, assess
ment, or exclusion described in subparagraph 
(B) against the person, to an immediate fam
ily member (as defined in subsection (j)(l)) or 
a member of the household of the person (as 
defined in subsection (j)(2)) who continues to 
maintain an interest described in such 
clause-"; and 

(2) by adding at the end the following: 
"(j) DEFINITION OF IMMEDIATE FAMILY MEM

BER AND MEMBER OF HOUSEHOLD.-For pur
poses of subsection (b)(8)(A)(iii): 

" (1) The term 'immediate family member ' 
means, with respect to a person-

" (A) the husband or wife of the person; 
"(B) the natural or adoptive parent, child, 

or sibling of the person; 
"(C) the stepparent, stepchild, stepbrother, 

or stepsister of the person; 
"(D) the father-, mother-, daughter-, son-, 

brother-, or sister-in-law of the person; 
"(E) the grandparent or grandchild of the 

person; and 
" (F ) the spouse of a grandparent or grand

child of the person. 
" (2) The term 'member of the household' 

means, with respect to any person, any indi
vidual sharing a common abode as part of a 
single family unit with the person, including 
domestic employees and others who live to
gether as a family unit, but not including a 
roomer or boarder.". 

(b) EFFECTIVE DATE.- The amendments 
made by subsection (a) shall take effect on 
the date that is 45 days after the date of the 
enactment of this Act. 
SEC. 5203. IMPOSITION OF CML MONEY PEN

ALTIES. 
(a) CIVIL MONEY PENALTIES FOR PERSONS 

THAT CONTRACT WITH ExCLUDED INDIVID
UALS.-Section 1128A(a) (42 U.S.C. 1320a-
7a(a)) is amended-

(1) in paragraph (4), by striking " or" at the 
end; 

(2) in paragraph (5), by adding " or" at the 
end;and 

(3) by inserting after paragraph (5) the fol
lowing: 

"(6) arranges or contracts (by employment 
or otherwise) with an individual or entity 
that the person knows or should know is ex
cluded from participation in a Federal 
health care program (as defined in section 
1128B(f)), for the provision of items or serv
ices for which payment may be made under 
such a program;". 

(b) CNIL MONEY PENALTIES FOR SERVICES 
ORDERED OR PRESCRIBED BY AN EXCLUDED IN
DIVIDUAL OR ENTITY.-Section 1128A(a)(l) (42 
U.S.C. 1320a-7a(a)(l)) is amended-

(1) in subparagraph (D)-
(A) by inserting " , ordered, or prescribed 

by such person" after " other item or service 
furnished''; 

(B) by inserting "(pursuant to this title or 
title XVIII)" after "period in which the per
son was excluded"; 

(C) by striking "pursuant to a determina
tion by the Secretary" and all that follows 
through ' ' the provisions of section 18420)(2)''; 
and · 

(D) by striking "or" at the end; 
(2) by redesignating subparagraph (E) as 

subparagraph (F); and 
(3) by inserting after subparagraph (D) the 

following: 
"(E) is for a medical or other item or serv

ice ordered or prescribed by a person ex
cluded pursuant to this title or title XVIII 
from the program under which the claim was 
made, and the person furnishing such item or 
service knows or should know of such exclu
sion, or" . 

(C) CIVIL MONEY PENALTIES FOR KICK
BACKS.-

(1) PERMITTING SECRETARY TO IMPOSE CIVIL 
MONEY PENALTY.-Section 1128A(a) (42 u.s.c. 
1320a-7a(a)), as amended by subsection (a), is 
amended-

( A) in paragraph (5), by striking "or" at 
the end; 

(B) in paragraph (6), by adding " or" at the 
end;and 

(C) by adding after paragraph (6) the fol
lowing: 

"(7) commits an act described in paragraph 
(1) or (2) of section 1128B(b);". 

(2) DESCRIPTION OF CNIL MONEY PENALTY 
APPLICABLE.-Section 1128A(a) (42 u.s.c. 
1320a-7a(a)), as amended by paragraph (1), is 
amended in the matter following paragraph 
(7)-

(A) by striking "occurs)." and inserting 
"occurs; or in cases under paragraph (7), 
$50,000 for each such act)."; and 

(B) by inserting after "of such claim" the 
following: "(or, in cases under paragraph (7), 
damages of not more than 3 times the total 
amount of remuneration offered, paid, solic
ited, or received, without regard to whether 
a portion of such remuneration was offered, 
paid, solicited, or received for a lawful pur
pose)". 

(d) EFFECTIVE DATES.-
(1) CONTRACTS WITH EXCLUDED PERSONS.

The amendments made by subsection (a) 
shall apply to arrangements and contracts 
entered into after the date of the enactment 
of this Act. 

(2) SERVICES ORDERED OR PRESCRIBED.- The 
amendments made by subsection (b) shall 
apply to items and services furnished, or
dered, or prescribed after the date of the en
actment of this Act. 

(3) KICKBACKS.-The amendments made by 
subsection (c) shall apply to acts taken after 
the date of the enactment of this Act. 

CHAPTER 2-IMPROVEMENTS IN 
PROTECTING PROGRAM INTEGRITY 

SEC. 5211. DISCLOSURE OF INFORMATION, SUR
ETY BONDS, AND ACCREDITATION. 

(a) DISCLOSURE OF INFORMATION, SURETY 
BOND, AND ACCREDITATION REQUIREMENT FOR 
SUPPLIERS OF DURABLE MEDICAL EQUIP
MENT.-Section 1834(a) (42 U.S.C. 1395m(a)) is 
amended by inserting after paragraph (15) 
the following: 

"(16) DISCLOSURE OF INFORMATION, SURETY 
BOND, AND ACCREDITATJON.-The Secretary 
shall not provide for the issuance (or re
newal) of a provider number for a supplier of 
durable medical equipment, for purposes of 
payment under this part for durable medical 
equipment furnished by the supplier, unless 
the supplier provides the Secretary on a con
tinuing basis-

"(A) with-
"(i) full and complete information as to 

the identity of each person with an owner
ship or control interest (as defined in section 
1124(a)(3)) in the supplier or in any subcon
tractor (as defined by the Secretary in regu
lations) in which the supplier directly or in
directly has a 5 percent or more ownership 
interest; and 

"(ii) to the extent determined to be fea
sible under regulations of the Secretary, the 
name of any disclosing entity (as defined in 
section 1124(a)(2)) with respect to which a 
person with such an ownership or control in
terest in the supplier is a person with such 
an ownership or control interest in the dis
closing entity; 

"(B) with a surety bond in a form specified 
by the Secretary and in an amount that is 
not less than $50,000; and 

"(C) at the discretion of the Secretary, 
with evidence of compliance with the appli
cable conditions or requirements of this title 
through an accreditation survey conducted 
by a national accreditation body under sec
tion 1865(b). 
The Secretary may waive the requirement of 
a bond under subparagraph (B) in the case of 
a supplier that provides a comparable surety 
bond under State law.". 

(b) SURETY BOND REQUIREMENT FOR HOME 
HEALTH AGENCIES.-

(1) IN GENERAL.-Section 1861(0) (42 u.s.c. 
1395x( o)) is amended-

(A) in paragraph (7), by inserting "and in
cluding providing the Secretary on a con
tinuing basis with a surety bond in a form 
specified by the Secretary and in an amount 
that is not less than $50,000" after "financial 
security of the program"; and 

(B) by adding at the end the following: 
" The Secretary may waive the requirement 
of a surety bond under paragraph (7) in the 
case of an agency or organization that pro
vides a comparable surety bond under State 
law." 

(2) CONFORMING AMENDMENTS.-Section 
1861(v)(l)(H) ( 42 U .S.C. 1395x(v)(l)(H)) is 
amended-

(A) in clause (i), by striking "the financial 
security requirement" and inserting "the fi
nancial security and surety bond require
ments"; and 

(B) in clause (ii), by striking " the financial 
security requirement described in subsection 
(o)(7) applies" and inserting "the financial 
security and surety bond requirements de
scribed in subsection (o)(7) apply". 

(3) REFERENCE TO CURRENT DISCLOSURE RE
QUIREMENT.-For additional provisions re
quiring home health agencies to disclose in
formation on ownership and control inter
ests, see section 1124 of the Social Security 
Act (42 U.S.C. 1320a-3). 

(c) AUTHORIZING APPLICATION OF DISCLO
SURE AND SURETY BOND REQUIREMENTS TO 
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AMBULANCE SERVICES AND CERTAIN CLINICS.
Section 1834(a)(16) (42 U.S.C. 1395m(a)(16)), as 
added by subsection (a), is amended by add
ing at the end the following flush sentence: 
The Secretary, in the Secretary's discretion, 
may impose the requirements of the previous 
sentence with respect to some or all classes 
of suppliers of ambulance services described 
in section 1861(s)(7) and clinics that furnish 
medical and other health services (other 
than physicians' services) under this part.". 

(d) APPLICATION TO COMPREHENSIVE OUT
PATIENT REHABILITATION F AGILITIES 
cCORFS).-Section 1861(CC)(2) (42 U.S.C. 
1395x(cc)(2)) is amended-

(1) in subparagraph (I), by inserting before 
the period at the end the following: "and 
providing the Secretary on a continuing 
basis with a surety bond in a form specified 
by the Secretary and in an amount that is 
not less than $50,000"; and 

(2) by adding at the end the following flush 
sentence: 
"The Secretary may waive the requirement 
of a bond under subparagraph (I) in the case 
of a facility that provides a comparable sur
ety bond under State law." . 

(e) APPLICATION TO REHABILITATION AGEN
CIES.-Section 1861(p) (42 U.S.C . 1395x(p)) is 
amended-

(1) in paragraph (4)(A)(v), by inserting after 
"as the Secretary may find necessary, " the 
following: " and provides the Secretary, to 
the extent required by the Secretary, on a 
continuing basis with a surety bond in a 
form specified by the Secretary and in an 
amount that is not less than $50,000,", and 

(2) by adding at the end the following: 
"The Secretary may waive the requirement 
of a bond under paragraph (4)(A)(v) in the 
case of a clinic or agency that provides a 
comparable surety bond under State law.". 

(D EFFECTIVE DATES.-
(1) SUPPLIERS OF DURABLE MEDICAL EQUIP

MEN'l'.-The amendment made by subsection 
(a) shall apply to suppliers of durable med
ical equipment with respect to such equip
ment furnished on or after January 1, 1998. 

(2) HOME HEALTH AGENCIES.- The amend
ments made by subsection (b) shall apply to 
home heal th agencies with respect to serv
ices furnished on or after January 1, 1998. 
The Secretary of Health and Human Services 
shall modify participation agreements under 
section 1866(a)(l) of the Social Security Act 
(42 U.S.C. 1395cc(a)(l)) with respect to home 
health agencies to provide for implementa
tion of such amendments on a timely basis. 

(3) OTHER AMENDMENTS.-The amendments 
made by subsections (c) through (e) shall 
take effect on the date of the enactment of 
this Act and may be applied with respect to 
items and services furnished on or after the 
date specified in paragraph (1). 
SEC. 5212. PROVISION OF CERTAIN IDENTIFICA

TION NUMBERS. 
(a) REQUIREMENTS To DISCLOSE EMPLOYER 

IDENTIFICATION NUMBERS (EINS) AND SOCIAL 
SECURITY ACCOUNT NUMBERS (SSNs).-Sec
tion 1124(a)(l) (42 U.S.C. 1320a-3(a)(l)) is 
amended by inserting before the period at 
the end the following: "and supply the Sec
retary with the both the employer identifica
tion number (assigned pursuant to section 
6109 of the Internal Revenue Code of 1986) and 
social security account number (assigned 
under section 205(c)(2)(B)) of the disclosing 
entity, each person with an ownership or 
control interest (as defined in subsection 
(a)(3)), and any subcontractor in which the 
entity directly or indirectly has a 5 percent 
or more ownership interest". 

(b) OTHER MEDICARE PROVIDERS.- Section 
1124A (42 U.S.C. 1320a-3a) is amended-

(1) in subsection (a)-
(A) in paragraph (1), by striking "and" at 

the end; 
(B) in paragraph (2), by striking the period 

at the end and inserting "; and"; and 
(C) by adding at the end the following: 
"(3) including the employer identification 

number (assigned pursuant to section 6109 of 
the Internal Revenue Code of 1986) and social 
security account number (assigned under 
section 205(c)(2)(B)) of the disclosing part B 
provider and any person, managing em
ployee, or other entity identified or de
scribed u:nder paragraph (1) or (2)."; and 

(2) in subsection (c)(l), by inserting "(or, 
for purposes of subsection (a)(3), any entity 
receiving payment)" after "on an assign
ment-related basis". 

(c) VERIFICATION BY SOCIAL SECURITY AD
MINISTRATION (SSA) .- Section 1124A (42 
U.S.C. 1320a-3a), as amended by subsection 
(b), is amended-

(1) by redesignating subsection (c) as sub
section (d); and 

(2) by inserting after subsection (b) the fol
lowing: 

"(c) VERIFICATION.-
"(!) TRANSMITTAL BY HHS.-The Secretary 

shall transmit-
"(A) to the Commissioner of Social Secu

rity information concerning each social se
curity account number (assigned under sec
tion 205(c)(2)(B)), and 

"(B) to the Secretary of the Treasury in
formation concerning each employer identi
fication number (assigned pursuant to sec
tion 6109 of the Internal Revenue Code of 
1986), 
supplied to the Secretary pursuant to sub
section (a)(3) or section 1124(c) to the extent 
necessary for verification of such informa
tion in accordance with paragraph (2). 

"(2) VERIFICATION.-The Commissioner of 
Social Security and the Secretary of the 
Treasury shall verify the accuracy of, or cor
rect, the information supplied by the Sec
retary to such official pursuant to paragraph 
(1), and shall report such verifications or cor
rections to the Secretary. 

"(3) FEES FOR VERIFICATJON.-The Sec
retary shall reimburse the Commissioner and 
Secretary of the Treasury, at a rate nego
tiated between the Secretary and such offi
cial, for the costs incurred by such official in 
performing the verification and correction 
services described in this subsection." . 

(d) REPORT.-The Secretary of Health and 
Human Services shall submit to Congress a 
report on steps the Secretary has taken to 
assure the confidentiality of social security 
account numbers that will be provided to the 
Secretary under the amendments made by 
this section. 

(e) EFFECTIVE DATES.-
(1) DISCLOSURE REQUIREMENTS.-The 

amendment made by subsection (a) shall 
apply to the application of conditions of par
ticipation, and entering into and renewal of 
contracts and agreements, occurring more 
than 90 days after the date of submission of 
the report under subsection (d). 

(2) OTHER PROVIDERS.-The amendments 
made by subsection (b) shall apply to pay
ment for items and services furnished more 
than 90 days after the date of submission of 
such report. 
SEC. 5213. APPLICATION OF CERTAIN PROVI

SIONS OF THE BANKRUPTCY CODE. 
(a) RESTRICTED APPLICABILITY OF BANK

RUPTCY STAY, DISCHARGE, AND PREFERENTIAL 
TRANSFER PROVISIONS TO MEDICARE AND MED
ICAID DEBTS.-Part A of title XI (42 u.s.c. 
1301 et seq.) is amended by inserting after 
section 1143 the following: 

" APPLICATION OF CERTAIN PROVISIONS OF THE 
BANKRUPTCY CODE 

" SEC. 1144. (a) MEDICARE AND MEDICAID-RE
LATED ACTIONS NOT STAYED BY BANKRUPTCY 
PROCEEDINGS.-The commencement or con
tinuation of any action against a debtor 
under this title or title XVIII or XIX (other 
than an action with respect to health care 
services for the debtor under title XVIII), in
cluding any action or proceeding to exclude 
or suspend the debtor from program partici
pation, assess civil money penalties, recoup 
or set off overpayments, or deny or suspend 
payment of claims shall not be subject to the 
provisions of section 362(a) of title 11, United 
States Code. 

'' (b) CERTAIN MEDICARE- AND MEDICAID-RE
L A TED DEBT NOT DISCHARGEABLE IN BANK
RUPTCY.-A debt owed to the United States 
or to a State for an overpayment under title 
XVIII or XIX (other than an overpayment for 
health care services for the debtor under 
title XVIII) resulting from the fraudulent ac
tions of the debtor, or for a penalty, fine, or 
assessment under this title or title XVIII or 
XIX, shall not be dischargeable under any 
provision of title 11, United States Code. 

"(c) REPAYMENT OF CERTAIN DEBTS CONSID
ERED FINAL.-Payments made to repay a 
debt to the United States or to a State with 
respect to items or services provided, or 
claims for payment made, under title XVIII 
or XIX (including repayment of an overpay
ment (other than an overpayment for health 
care services for the debtor under title 
XVIII) resulting from the fraudulent actions 
of the debtor), or to pay a penalty, fine, or 
assessment under this title or title XVIII or 
XIX, shall be considered final and not pref
erential transfers under section 547 of title 
11, United States Code. ". 

(b) MEDICARE RULES APPLICABLE TO BANK
RUPTCY PROCEEDINGS.-Title XVIII (42 U.S.C. 
1395 et seq.) is amended by adding at the end 
the following: 

" APPLICATION OF PROVISIONS OF THE 
BANKRUPTCY CODE 

"SEC. 1894. (a) USE OF MEDICARE STAND
ARDS AND PROCEDURES.-Notwithstanding 
any provision of title 11, United States Code, 
or any other provision of law, in the case of 
claims by a debtor in bankruptcy for pay
ment under this title, the determination of 
whether the claim is allowable and of the 
amount payable, shall be made in accordance 
with the provisions of this title and title XI 
and implementing regulations. 

"(b) NOTICE TO CREDITOR OF BANKRUPTCY 
PETITIONER.-In the case of a debt owed to 
the United States with respect to items or 
services provided, or claims for payment 
made, under this title (including a debt aris
ing from an overpayment or a penalty, fine, 
or assessment under title XI or this title), 
the notices to the creditor of bankruptcy pe
titions, proceedings, and relief required 
under title 11, United States Code (including 
under section 342 of that title and section 
20020) of the Federal Rules of Bankruptcy 
Procedure), shall be given to the Secretary. 
Provision of such notice to a fiscal agent of 
the Secretary shall not be considered to sat
isfy this requirement. 

"(c) TURNOVER OF PROPERTY TO THE BANK
RUPTCY ESTATE.-For purposes of section 
542(b) of title 11, United States Code, a claim 
for payment under this title shall not be con
sidered to be a matured debt payable to the 
estate of a debtor until such claim has been 
allowed by the Secretary in accordance with 
procedures under this title.". 

(C) EFFECTIVE DATE.- The amendments 
made by this section shall apply to bank
ruptcy petitions filed after the date of the 
enactment of this Act. 
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SEC. 5214. REPLACEMENT OF REASONABLE 

CHARGE ME'l'HODOLOGY BY FEE 
SCHEDULES. 

(a) IN GENERAL.- Section 1833(a)(l) ( 42 
U.S.C. 1395l(a)(l)) is amended in the matter 
preceding subparagraph (A) by striking " the 
reasonable charges for the services" and in
serting "the lesser of the actual charges for 
the services and the amounts determined by 
the applicable fee schedules developed by the 
Secretary for the particular services". 

(b) CONFORMING AMENDMENTS.-
(1) Section 1833(a)(l) (42 U.S.C. 1395l(a)(l)) 

is amended-
(A) in subparagraph (A), by striking "rea

sonable charges for" and inserting " payment 
bases otherwise applicable to"; 

(B) in subparagraph (B), by striking " rea
sonable charges" and inserting " fee schedule 
amounts"; and 

(C) by inserting after subparagraph (F) the 
following: "(G) with respect to services de
scribed in clause (1) or (ii) of section 
1861(s)(2)(K) (relating to physician assistants 
and nurse practitioners), the amounts paid 
shall be 80 percent of the lesser of the actual 
charge for the services and the applicable 
amount determined under subclause (I) or 
(II) of section 1842(b)(12)(A)(ii),". 

(2) Section 1833(a)(2) (42 U.S.C. 1395l(a)(2)) 
is amended-

(A) in subparagraph (B), in the matter pre
ceding clause (i), by striking "(C), (D)," and 
inserting "(D)"; and 

(B) by striking subparagraph (C). 
(3) Section 1833(1) (42 U.S.C. 13951(1)) is 

amended-
(A) in paragraph (3}-
(i) by striking subparagraph (B); and 
(ii) by striking "(3)(A)" and inserting 

"(3)"; and 
(B) by striking paragraph (6). 
(4) Section 1834(a)(10)(B) (42 U.S.C. 

1395m(a)(10)(B)) is amended by striking 
" paragraphs (8) and (9)" and all that follows 
through "section 1848(i)(3)." and inserting 
"section 1842(b)(8) to covered items and sup
pliers of such items and payments under this 
subsection as such provisions would other
wise apply to physicians' services and physi
cians.". 

(5) Section 1834(g)(l)(A)(ii) (42 U.S.C. 
1395m(g)(l)(A)(i1)) is amended in the heading 
by striking "REASONABLE CHARGES FOR PRO
FESSIONAL" and inserting " PROFESSIONAL". 

(6) Section 1842(a) (42 U.S.C. 1395u(a)) is 
amended-

(A) in the matter preceding paragraph (1), 
by striking "reasonable charge" and insert
ing "fee schedule"; and 

(B) in paragraph (l)(A), by striking "rea
sonable charge" and inserting "other". 

(7) Section 1842(b)(3) (42 U.S.C. 1395u(b)(3)) 
is amended-

(A) in subparagraph (B)-
(i) in the matter preceding clause (i), by 

striking " where payment" and all that fol
lows through " made-" and inserting "where 
payment under this part for a service is on a 
basis other than a cost basis, such payment 
will (except as otherwise provided in section 
1870(f)) be made-"; and 

(ii) by striking clause (ii)(I) and inserting 
the following: "(I) the amount determined by 
the applicable payment basis under this part 
is the full charge for the service ,"; and 

(B) by striking the second, third, fourth, 
fifth, sixth, eighth, and ninth sentences. 

(8) Section 1842(b)(4) (42 U.S.C. 1395u(b)(4)) 
is amended to read as follows: 

"(4) In the case of an ·enteral or parenteral 
pump that is furnished on a rental basis dur
ing a period of medical need-

"(A) monthly rental payments shall not be 
made under this part for more than 15 
months during that period, and 

"(B) after monthly rental payments have 
been made for 15 months during that period, 
payment under this part shall be made for 
maintenance and servicing of the pump in 
amounts that the Secretary determines to be 
reasonable and necessary to ensure the prop
er operation of the pump. ". 

(9) Section 6112(b) (42 U.S.C. 1395m note; 
Public Law 101-239) of OBRA-1989 is re
pealed. 

(10) Section 1842(b)(7) (42 U.S.C. 1395u(b)(7)) 
is amended-

(A) in subparagraph (D)(i), in the matter 
preceding subclause (I), by striking ", to the 
extent that such payment is otherwise al
lowed under this paragraph, "; 

(B) in subparagraph (D)(ii), by striking 
"subparagraph" and inserting "paragraph"; 

(C) by striking "(7)(A) In the case of" and 
all that follows through subparagraph (C); 

(D) by striking "(D)(i)" and inserting 
"(7)(A)"; 

(E) by redesignating clauses (ii) and (iii) as 
subparagraphs (B) and (C), respectively; and 

(F) by redesignating subclau ses (I), (II), 
and (III) of subparagraph (A) (as redesignated 
by subparagraph (D) of this paragraph) as 
clauses (i), (ii), and (iii), respectively. 

(11) Section 1842(b)(9) (42 U.S.C. 1395u(b)(9)) 
is repealed. 

(12) · Section 1842(b)(l0) (42 U.S.C. 
1395u(b)(10)) is repealed. 

(13) Section 1842(b)(ll) (42 U.S.C. 
1395u(b)(ll)) is amended-

(A) by striking subparagraphs (B) through 
(D); 

(B) by striking "(ll)(A)" and inserting 
"(11)"; and 

(C) by redesignating clauses (i) and (ii) as 
subparagraphs (A) and (B), respectively. 

(14) Section 1842(b)(12)(A)(ii) ( 42 U .S.C. 
1395u(b)(12)(A)(ii)) is amended-

(A) in the matter preceding subclause (I), 
by striking " prevailing charges determined 
under paragraph (3)" and inserting " the 
amounts determined under section 
1833(a)(l)(G)"; and 

(B) in subclause (II), by striking "pre
vailing charge rate" and all that follows up 
to the period and inserting "fee schedule 
amount specified in section 1848 for such 
services performed by physicians". 

(15) Paragraphs (14) through (17) of section 
1842(b) (42 U.S.C. 1395u(b)) are repealed . 

(16) Section 1842(b) (42 U.S.C. 1395u(b)) is 
amended-

( A) in paragraph (18)(A), by striking " rea
sonable charge or"; and 

(B) by redesignating paragraph (18) as 
paragraph (14). 

(17) Section 18420)(1) (42 U.S.C. 1395u(j)) is 
amended to read as follows: 

"(j)(l) See subsections (k), (1), (m), (n), and 
(p) as to the cases in which sanctions may be 
applied under paragraph (2)." . 

(18) Section 1842(j)(4) (42 U.S.C. 1395u(j)(4)) 
is amended by striking " under paragraph 
(l)". 

(19) Section 1842(n)(l)(A) (42 U.S.C. 
1395u(n)(l)(A)) is amended by striking " rea
sonable charge (or other applicable limit)" 
and inserting " other applicable limit" . 

(20) Section 1842(q) (42 U.S.C. 1395u(q)) is 
amended-

(A) by striking paragraph (l)(B); and 
(B) by striking "(q)(l)(A)" and inserting 

"(q)(l)". 
(21) Section 1845(b)(l) (42 U.S.C. 1395w

l(b)(l)) is amended by striking " adjustments 
to the reasonable charge levels for physi
cians' services recognized under section 
1842(b) a nd" . 

(22) Section 1848(i)(3) (42 U.S.C. 1395w-
4(i)(3)) is repealed. 

(23) Section 1866(a)(2)(A)(ii) ( 42 U .S.C. 
1395cc(a)(2)(A)(i1)) is amended by striking 
" reasonable charges" and all that follows 
through " provider)" and inserting "amount 
customarily charged for the items and serv
ices by the provider". 

(24) Section 188l(b)(3)(A) (42 U.S.C. 
1395rr(b)(3)(A)) is amended by striking "a 
reasonable charge" and all that follows 
through "section 1848)" and inserting " the 
basis described in section 1848' '. 

(25) Section 9340 of OBRA-1986 (42 U.S.C. 
1395u note; Public Law 99-509) is repealed. 

(c) EFFECTIVE DATES.- The amendments 
made by this section to the extent such 
amendments substitute fee schedules for rea
sonable charges, shall apply to particular 
services as of the date specified by the Sec
retary of Health and Human Services. 

(d) INITIAL BUDGET NEUTRALITY.-The Sec
retary, in developing a fee schedule for par
ticular services (under the amendments 
made by this section), shall set amounts for 
the first year period to which the fee sched
ule applies at a level so that the total pay
ments under title XVIII of the Social Secu
rity Act (42 U.S.C. 1395 et seq.) for those serv
ices for that year period shall be approxi
mately equal to the estimated total pay
ments if those amendments had not been 
made. 
SEC. 5215. APPLICATION OF INHERENT REASON

ABLENESS TO ALL PART B SERVICES 
OTHER THAN PHYSICIANS' SERV
ICES. 

(a) IN GENERAL.- Section 1842(b)(8) (42 
U.S.C. 1395u(b)(8)) is amended to read as fol
lows: 

"(8) The Secretary ·shall describe by regu
lation the factors to be used in determining 
the cases (of particular items or services) in 
which the application of this part (other 
than to physicians' services paid under sec
tion 1848) results in the determination of an 
amount that, because of its being grossly ex
cessive or grossly deficient, is not inherently 
reasonable, and provide in those cases for the 
factors to be considered in establishing an 
amount that is realistic and equitable.". 

(b) CONFORMING AMENDMENT.-Section 
1834(a)(10) (42 U.S.C. 1395m(a)(10)(B)) is 
amended-

(1) by striking subparagraph (B); and 
(2) by redesignating subparagraph (C) as 

subparagraph (B). 
(c) EFFECTIVE DATE.-The amendments 

made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 5216. REQUffiEMENT TO FURNISH DIAG

NOSTIC INFORMATION. 
(a) INCLUSION OF NON-PHYSICIAN PRACTI

TIONERS IN REQUIREMENT TO PROVIDE DIAG
NOSTIC CODES FOR PHYSICIAN SERVICES.
Paragraphs (1) and (2) of section 1842(p) (42 
U.S.C. 1395u(p)) are each amended by insert
ing " or practitioner specified in subsection 
(b)(18)(C)" after " by a physician" . 

(b) REQUIREMENT TO PROVIDE DIAGNOSTIC 
INFORMATION WHEN ORDERING CERTAIN ITEMS 
OR SERVICES FURNISHED BY ANOTHER ENTI
TY.-Section 1842(p) (42 U.S.C. 1395u(p)), is 
amended by adding at the end the following: 

"(4) In the case of an item or service de
fined in paragraph (3), (6), (8), or (9) of sub
section 1861(s) ordered by a physician or a 
practitioner specified in subsection 
(b)(18)(C), but furnished by another entity, if 
the Secretary (or fiscal agent of the Sec
retary) requires the entity furnishing the 
item or service to provide diagnostic or 
other medical information for payment to be 
made to the entity, the physician or practi
tioner shall provide that information to the 
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entity at the time that the item or service is 
ordered by the physician or practitioner. " . 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after January 1, 
1998. 
SEC. 5217. REPORT BY GAO ON OPERATION OF 

FRAUD AND ABUSE CONTROL PRO· 
GRAM. 

Section 1817(k)(6) (42 U.S.C. 1395i(k)(6)) is 
amended by inserting " June 1, 1998, and" 
after "Not later than". 
SEC. 5218. COMPETITIVE BIDDING. 

(a) GENERAL RULE.-Part B of title XVIII 
(42 U.S.C. 1395j et seq.) is amended by insert
ing after section 1846 the following: 
"SEC. 1847. COMPETITIVE ACQUISITION OF ITEMS 

AND SERVICES. 
" (a) ESTABLISHMENT OF BIDDING AREAS.
" (l) IN GENERAL.-The Secretary shall es

tablish competitive acquisition areas for 
contract award purposes for the furnishing 
under this part after 1997 of the items and 
services described in subsection (c). The Sec
retary may establish different competitive 
acquisition areas under this subsection for 
different classes of items and services. 

" (2) CRITERIA FOR ESTABLISHMENT.-The 
competitive acquisition areas established 
under paragraph (1) shall be chosen based on 
the availability and accessibility of entities 
able to furnish items and services, and the 
probable savings to be realized by the use of 
competitive bidding in the furnishing of 
items and services in the area. 

" (b) AWARDING OF CONTRACTS IN AREAS.
" (l) IN GENERAL.-The Secretary shall con

duct a competition among individuals and 
entities supplying items and services de
scribed in subsection (c) for each competitive 
acquisition area established under sub
section (a) for each class of items and serv
ices. 

" (2) CONDITIONS FOR AWARDING CONTRACT.
The Secretary may not award a contract to 
any entity under the competition conducted 
pursuant to paragraph (1) to furnish an item 
or service unless the Secretary finds that the 
entity meets quality standards specified by 
the Secretary, and subject to paragraph (3), 
that the total amounts to be paid under the 
contract are expected to be less than the 
total amounts that would otherwise be paid. 

" (3) LIMIT ON AMOUNT OF PAYMENT.- The 
Secretary may not under a contract awarded 
under this section provide for payment for 
an item or service in an amount in excess of 
the applicable fee schedule under this part 
for similar or related items or services. The 
preceding sentence shall not apply if the 
Secretary determines that an amount in ex
cess of such amount is warranted by reason 
of technological innovation, quality im
provement, or similar reasons, except that 
the total amount paid under the contract 
shall not exceed the limit under paragraph 
(2) . 

" (4) CONTENTS OF CONTRACT.-A contract 
entered into with an entity under the com
petition conducted pursuant to paragraph (1) 
is subject to terms and conditions that the 
Secretary may specify. 

"(5) LIMIT ON NUMBER OF CONTRACTORS.
The Secretary may limit the number of con
tractors in a competitive acquisition area to 
the number needed to meet projected de
mand for items and services covered under 
the contracts. 

"(c) SERVICES DESCRIBED.-The items and 
services to which this section applies are all 
items and services covered under this part 
(except for physician services as defined by 
1861(r)) that the Secretary may specify. " . 

(b) ITEMS AND SERVICES TO BE FURNISHED 
ONLY THROUGH COMPETITIVE ACQUISITION.-

Section 1862(a) (42 U.S.C. 1395y(a)) is amend
ed-

(1) by striking " or" at the end of paragraph 
(14), 

(2) by striking the period at the end of 
paragraph (15) and inserting "; or" , and 

(3) by inserting after paragraph (15) the fol
lowing: 

" (16) where the expenses are for an item or 
service furnished in a competitive acquisi
tion area (as established by the Secretary 
under section 1847(a)) by an entity other 
than an entity with which the Secretary has 
entered into a contract under section 1847(b) 
for the furnishing of such an item or service 
in that area, unless the Secretary finds that 
the expenses were incurred in a case of ur
gent need, or in other circumstances speci
fied by the Secretary. " . 

(C) EFFECTIVE DATE.- The amendments 
made by subsections (a) and (b) apply to 
items and services furnished after December 
31, 1997. 

CHAPTER 3-CLARIFICATIONS AND 
TECHNICAL CHANGES 

SEC. 5221. OTHER FRAUD AND ABUSE RELATED 
PROVISIONS. 

(a) REFERENCE CORRECTION.-(1) Section 
1128D(b)(2)(D) (42 U.S.C. 1320a-7d(b)(2)(D)), as 
added by section 205 of the Health Insurance 
Portability and Accountability Act of 1996, is 
amended by striking " 1128B(b)" and insert
ing " 1128A(b)" . 

(2) Section 1128E(g)(3)(C) (42 U.S.C. 1320a-
7e(g)(3)(C)) is amended by striking " Vet
erans' Administration" and inserting " De
partment of Veterans Affairs" . 

(b) LANGUAGE IN DEFINITION OF CONVIC
TION .- Section 1128E(g)(5) (42 U.S.C. 1320a-
7e(g)(5)), as inserted by section 221(a) of the 
Health Insurance Portability and Account
ability Act of 1996, is amended by striking 
" paragraph (4)" and inserting " paragraphs 
(1) through (4)" . 

. (c) IMPLEMENTATION OF EXCLUSIONS.- Sec
tion 1128 (42 U.S.C. 1320a-7) is amended-

(1) in subsection (a), by striking " any pro
gram under title XVIII and shall direct that 
the following individuals and entities be ex
cluded from participation in any State 
health care program (as defined in sub
section (h))" and inserting " any Federal 
health care program (as defined in section 
1128B(f))" ; and 

(2) in subsection (b), by striking " any pro
gram under title XVIII and may direct that 
the following individuals and entities be ex
cluded from participation in any State 
health care program" and inserting " any 
Federal health care program (as defined in 
section 1128B(f))" . 

(d) SANCTIONS FOR FAILURE TO REPORT.
Section 1128E(b) (42 U.S.C. 1320a-7e(b)). as in
serted by section 221(a) of the Health Insur
ance Portability and Accountability Act of 
1996, is amended by adding at the end the fol
lowing: 

" (6) SANCTIONS FOR FAILURE TO REPORT.
" (A) HEALTH PLANS.-Any health plan that 

fails to report information on an adverse ac
tion required to be reported under this sub
section shall be subject to a civil money pen
alty of not more than $25,000 for each such 
adverse action not reported. Such penalty 
shall be imposed and collected in the same 
manner as civil money penalties under sub
section (a) of section 1128A are imposed and 
collected under that section. 

"(B) GOVERNMENTAL AGENCIES.-The Sec
retary shall provide for a publication of a 
public report that identifies those Govern
ment agencies that have failed to report in
formation on adverse actions as required to 
be reported under this subsection. '' . 

(e) CLARIF'ICA'rION OF TREATMENT OF CER
TAIN WAIVERS AND PAYMENTS OF PREMIUMS.

(1) Section 1128A(i)(6) (42 U.S.C. 1320a-
7a(i)(6)) is amended-

(A) in subparagraph (A)(iii)-
(i) in subclause (I) , by adding " or" at the 

end; 
(ii) in subclause (II), by striking " or" at 

the end; and 
(iii) by striking subclause (III); 
(B) by redesignating subparagraphs (B) and 

(C) a s subparagraphs (C) and (D); and · 
(C) by inserting after subparagraph (A) the 

following: 
" (B) any permissible waiver as specified in 

section 1128B(b)(3) or in regulations issued by 
the Secretary;". 

(2) Section 1128A(i)(6) (42 U.S.C. 1320a-
7a(i)(6)) , is amended-

(A) in subparagraph (C), as redesignated by 
paragraph (1), by striking " or" at the end ; 

(B) in subparagraph (D), as so redesignated, 
by striking the period at the end and insert
ing " ; or" ; and 

(C) by adding at the end the following: 
" (D) the waiver of deductible and coinsur

ance amounts pursuant to medicare supple
mental policies under section 1882(t). " . 

(f) EFFECTIVE DATES.-
(1) IN GENERAL.- Except as provided in this 

subsection, the amendments made by this 
section shall be effective as if included in the 
enactment of the Health Insurance Port
ability and Accountability Act of 1996. 

(2) FEDERAL HEALTH PROGRAM .-The 
amendments made by subsection (c) shall 
take effect on the date of the enactment of 
this Act. 

(3) SANCTION FOR FAILURE TO REPORT.- The 
amendment made by subsection (d) shall 
apply to failures occurring on or after the 
date of the enactment of this Act. 

(4) CLARIFICATION.-The amendments made 
by subsection (e)(2) shall take effect on the 
date of the enactment of this Act. 

Subtitle E-Prospective Payment Systems 

CHAPTER I-PROVISIONS RELATING TO 
PART A 

SEC. 5301. PROSPECTIVE PAYMENT FOR INPA· 
TIENT REHABILITATION HOSPITAL 
SERVICES. 

(a) IN GENERAL.-Section 1886 (42 u.s.c. 
1395ww) is amended by adding at the end the 
following new subsection: 

"(j) PROSPECTIVE PAYMENT FOR INPATIENT 
REHABILITATION SERVICES.-

" (l) PAYMENT DURING TRANSITION PERIOD.
" (A) IN GENERAL.-Notwithstanding section 

1814(b), but subject to the provisions of sec
tion 1813, the amount of the payment with 
respect to the operating and capital costs of 
inpatient hospital services of a rehabilita
tion hospital or a rehabilitation unit (in this 
subsection referred to as a 'rehabilitation fa
cility'), in a cost reporting period beginning 
on or after October 1, 2000, and before Octo
ber 1, 2003, is equal to the sum of-

" (i) the TEFRA percentage (as defined in 
subparagraph (C)) of the amount that would 
have been paid under part A of this title with 
respect to such costs if this subsection did 
not apply, and 

" (ii ) the prospective payment percentage 
(as defined in subparagraph (C)) of the prod
uct of (I) the per unit payment rate estab
lished under this subsection for the fiscal 
year in which the payment unit of service 
occurs, and (II) the number of such payment 
units occurring in the cost reporting period. 

"(B) FULLY IMPLEMENTED SYSTEM.-Not
withstanding section 1814(b), but subject to 
the provisions of section 1813, the amount of 
the payment with respect to the operating 



June 24, 1997 CONGRESSIONAL RECORD-SENATE 12181 
and capital costs of inpatient hospital serv
ices of a rehabilitation facility for a pay
ment unit in a cost reporting period begin
ning on or after October 1, 2003, is equal to 
the per unit payment rate established under 
this subsection for the fiscal year in which 
the payment unit of service occurs. 

" (C) TEFRA AND PROSPECTIVE PAYMENT 
PERCENTAGES SPECIFIED.-For purposes of 
subparagraph (A), for a cost reporting period 
beginning-

"(1) on or after October 1, 2000, and before 
October 1, 2001, the 'TEFRA percentage' is 75 
percent and the 'prospective payment per
centage' is 25 percent; 

" (ii) on or after October 1, 2001, and before 
October 1, 2002, the 'TEFRA percentage' is 50 
percent and the 'prospective payment per
centage' is 50 percent; and 

"(iii) on or after October 1, 2002, and before 
October 1, 2003, the 'TEFRA percentage ' is 25 
percent and the 'prospective payment per
centage' is 75 percent. 

"(D) PAYMENT UNIT.-For purposes of this 
subsection, the term 'payment unit' means a 
discharge, day of inpatient hospital services, 
or other unit of payment defined by the Sec
retary. 

"(2) PATIENT CASE MIX GROUPS.-
" (A) ESTABLISHMENT.-The Secretary shall 

establish-
" (!) classes of patients of rehabilitation fa

cilities (each in this subsection referred to as 
a 'case mix group'), based on such factors as 
the Secretary deems appropriate, which may 
include impairment, age, related prior hos
pitalization, comorbidities, and functional 
capability of the patient; and 

"(11) a method of classifying specific pa
tients in rehabilitation facilities within 
these groups. 

" (B) WEIGHTING FACTORS.-For each case 
mix group the Secretary shall assign an ap
propriate weighting which reflects the rel
ative facility resources used with respect to 
patients classified within that group com
pared to patients classified within other 
groups. 

" (C) ADJUSTMENTS FOR CASE MIX.-
" (i) IN GENERAL.-The Secretary shall from 

time to time adjust the classifications and 
weighting factors established under this 
paragraph as appropriate to reflect changes 
in treatment patterns, technology, case mix, 
number of payment units for which payment 
is made under this title, and other factors 
which may affect the relative use of re
sources. Such adjustments shall be made in a 
manner so that changes in aggregate pay
ments under the classification system are a 
result of real changes and are not a result of 
changes in coding that are unrelated to real 
changes in case mix. 

"(ii) ADJUSTMENT.-Insofar as the Sec
retary determines that such adjustments for 
a previous fiscal year (or estimates that such 
adjustments for a future fiscal year) did (or 
are likely to) result in a change in aggregate 
payments under the classification system 
during the fiscal year that are a result of 
changes in the coding or classification of pa
tients that do not reflect real changes in 
case mix, the Secretary shall adjust the per 
payment unit payment rate for subsequent 
years so as to discount the effect of such cod
ing or classification changes. 

" (D) DATA COLLECTION.-The Secretary is 
authorized to require rehabilitation facili
ties that provide inpatient hospital services 
to submit such data as the Secretary deems 
necessary to establish and administer the 
prospective payment system under this sub
section. 

"(3) PAYMENT RATE.-

" (A) IN GENERAL.-The Secretary shall de
termine a prospective payment rate for each 
payment unit for which such rehabilitation 
facility is entitled to receive payment under 
this title. Subject to subparagraph (B), such 
rate for payment units occurring during a 
fiscal year shall be based on the average pay
ment per payment unit under this title for 
inpatient operating and capital costs of reha
bilitation facilities using the most recent 
data available (as estimated by the Sec
retary as of the date of establishment of the 
system) adjusted-

" (i) by updating such per-payment-unit 
amount to the fiscal year involved by the 
weig·hted average of the applicable percent
age in.creases provided under subsection 
(b)(3)(B)( ii) (for cost reporting periods begin
ning during the fiscal year) covering the pe
riod from the midpoint of the period for such 
data through the midpoint of fiscal year 2000 
and by an increase factor (described in sub
paragraph (C)) specified by the Secretary for 
subsequent fiscal years up to the fiscal year 
involved; 

" (11) by reducing such rates by a factor 
equal to the proportion of payments under 
this subsection (as estimated by the Sec
retary) based on prospective payment 
amounts which are additional payments de
scribed in paragraph (4) (relating to outlier 
and related payments) or paragraph (7); 

" (111) for variations among rehabilitation 
facilities by area under paragraph (6); 

" (iv) by the weighting factors established 
under paragraph (2)(B); and 

" (v) by such other factors as the Secretary 
determines are necessary to properly reflect 
variations in necessary costs of treatment 
among rehabilitation facilities. 

" (B) BUDGET NEUTRAL RATES.-The Sec
retary shall establish the prospective pay
ment amounts under this subsection for pay
ment units during fiscal years 2001 through · 
2004 at levels such that, in the Secretary's 
estimation, the amount of total payments 
under this subsection for such fiscal years 
(including any payment adjustments pursu
ant to paragraph (7)) shall be equal to 99 per
cent of the amount of payments that would 
have been made under this title during the 
fiscal years for operating and capital costs of 
rehabilitation facilities had this subsection 
not been enacted. In establishing such pay
ment amounts, the Secretary shall consider 
the effects of the prospective payment sys
tem established under this subsection on the 
total number of payment units from reha
bilitation facilities and other factors de
scribed in subparagraph (A). 

" (C) INCREASE FACTOR.-For purposes of 
this subsection for payment units in each fis
cal year (beginning with fiscal year 2001), the 
Secretary shall establish an increase factor. 
Such factor shall be based on an appropriate 
percentage increase in a market basket of 
goods and services comprising services for 
which payment is made under this sub
section, which may be the market basket 
percentage increase described in subsection 
(b)(3)(B)(iii). 

" (4) OUTLIER AND SPECIAL PAYMENTS.
"(A) OUTLIERS.-
" (i) IN GENERAL.-The Secretary may pro

vide for an additional payment to a rehabili
tation fac111ty for patients in a case mix 
group, based upon the patient being classi
fied as an outlier based on an unusual length 
of stay, costs, or other factors specified by 
the Secretary. 

" (11) PAYMENT BASED ON MARGINAL COST OF 
CARE.-The amount of such additional pay
ment under clause (i) shall be determined by 
the Secretary and shall approximate the 

marginal cost of care beyond the cutoff point 
applicable under clause (i). 

"(111) TOTAL PAYMENTS.-The total amount 
of the additional payments made under this 
subparagraph for payment units in a fiscal 
year may not exceed 5 percent of the total 
payments projected or estimated to be made 
based on prospective payment rates for pay
ment units in that year. 

" (B) ADJUSTMENT.- The Secretary may 
provide for such adjustments to the payment 
amounts under this subsection as the Sec
retary deems appropriate to take into ac
count the unique circumstances of rehabili
tation fac111ties located in Alaska and Ha
waii. 

" (5) PUBLICATION.-The Secretary shall 
provide for publication in the Federal Reg
ister, on or before September 1 before each 
fiscal year (beginning with fiscal year 2001, 
of the classification and weighting factors 
for case mix groups under paragraph (2) for 
such fiscal year and a description of the 
methodology and data used in computing the 
prospective payment rates under this sub
section for that fiscal year. 

"(6) AREA WAGE ADJUSTMENT.-The Sec
retary shall adjust the proportion (as esti
mated by the Secretary from time to time) 
of rehabilitation facilities ' costs which are 
attributable to wages and wage-related 
costs, of the prospective payment rates com
puted under paragraph (3) for area dif
ferences in wage levels by a factor (estab
lished by the Secretary) reflecting the rel
ative hospital wage level in the geographic 
area of the rehabilitation facility compared 
to the national average wage level for such 
facilities. Not later than October 1, 2001 (and 
at least every 36 months thereafter), the Sec
retary shall update the factor under the pre
ceding sentence on the basis of a survey con
ducted by the Secretary (and updated as ap
propriate) of the wages and wage-related 
costs incurred in furnishing rehabilitation 
services. Any adjustments or updates made 
under this paragraph for a fiscal year shall 
be made in a manner that assures that the 
aggregated payments under this subsection 
in the fiscal year are not greater or less than 
those that would have been made in the year 
without such adjustment. 

" (7) ADDITIONAL ADJUSTMENTS.- The Sec
retary may provide by regulation for-

" (A) an additional payment to take into 
account indirect costs of medical education 
and the special circumstances of hospitals 
that serve a significantly disproportionate 
number of low-income patients in a manner 
similar to that provided under subpara
graphs (B) and (F), respectively, of sub
section (d)(5); and 

"(B) such other exceptions and adjust
ments to payment amounts under this sub
section in a manner similar to that provided 
under subsection (d)(5)(I) in relation to pay
ments under subsection (d). 

"(8) LIMITATION ON REVIEW.- There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of the estab
lishment of-

"(A) case mix groups, of the methodology 
for the classification of patients within such 
groups, and of the appropriate weighting fac
tors thereof under paragraph (2), 

" (B) the prospective payment rates under 
paragraph (3), 

" (C) outlier and special payments under 
paragraph (4), 

" (D) area wage adjustments under para
graph (6), and 

"(E) additional adjustments under para
graph (7). ". 

(b) CONFORMING AMENDMENTS.- Section 
1886(b) (42 U.S.C. 1395ww(b)) is amended-
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(1) in paragraph (1), by inserting " and 

other than a rehabilitation facility described 
in subsection (j)(l) " after "subsection 
(d)(l)(B)", and 

(2) in paragraph (3)(B)(i) , by inserting " and 
subsection (j)" after " For purposes of sub
section (d)" . 

(c) EFFECTIVE DATE.- The amendments 
made by this section shall apply to cost re
porting periods beginning on or after October 
1, 2000, except that the Secretary of Health 
and Human Services may require the submis
sion of data under section 1886(j)(2)(D) of the 
Social Security Act (as added by subsection 
(a)) on and after the date of the enactment of 
this section. 
SEC. 5302. STUDY AND REPORT ON PAYMENTS 

FOR LONG-TERM CARE HOSPITALS. 
(a) STUDY.- The Secretary of Health and 

Human Services shall-
(1) collect data to develop, establish, ad

minister and evaluate a case-mix adjusted 
prospective payment system for hospitals de
scribed in section 1886(d)(l)(B)(iv) (42 U.S.C. 
1395ww(d)(l)(B)(iv)); and 

(2) develop a legislative proposal for estab
lishing and administering such a payment 
system that includes an adequate patient 
classification system that reflects the dif
ferences in patient resource use and costs 
among such hospitals. 

(b) REPORT.-Not later than October 1, 1999, 
the Secretary of Health and Human Services 
shall submit the proposal described in sub
section (a)(2) to the appropriate committees 
of Congress. 

CHAPTER 2-PROVISIONS RELATING TO 
PARTB 

Subchapter A-Payment for Hospital 
Outpatient Department Services 

SEC. 5311. ELIMINATION OF FORMULA-DRIVEN 
OVERPAYMENTS (FDO) FOR CERTAIN 
OUTPATIENT HOSPITAL SERVICES. 

(a) ELIMINATION OF FDO FOR AMBULATORY 
SURGICAL CENTER PROCEDURES.- Section 
1833(i)(3)(B)(i)(II) (42 U.S.C. 
1395l(i)(3)(B)(i)(II)) is amended-

(1) by striking "of 80 percent"; and 
(2) by striking the period at the end and in

serting the following: " , less the amount a 
provider may charge as described in clause 
(ii) of section 1866(a)(2)(A). " . 

(b) ELIMINATION OF FDO FOR RADIOLOGY 
SERVICES AND DIAGNOSTIC PROCEDURES.-Sec
tion 1833(n)(l)(B)(i) (42 U.S.C. 1395l(n)(l)(B)(i)) 
ls amended-

(1) by striking " of 80 percent" , and 
(2) by inserting before the period at the end 

the following: " , less the amount a provider 
may charge as described in clause (ii) of sec
tion 1866(a)(2)(A)' ' . 

(C) EFFECTIVE DATE.- The amendments 
made by this section shall apply to services 
furnished during portions of cost reporting 
periods occurring on or after October 1, 1997. 
SEC. 5312. EXTENSION OF REDUCTIONS IN PAY-

MENTS FOR COSTS OF HOSPITAL 
OUTPATIENT SERVICES. 

(a) REDUCTION IN PAYMENTS FOR CAPITAL
RELATED COSTS.-Section 1861(v)(l)(S)(ii)(I) 
(42 U.S.C. 1395x(v)(l)(S)(ii)(I)) is amended by 
striking " through 1998" and inserting 
" through 1999 and during fiscal year 2000 be-
fore January 1, 2000". . 

(b) REDUCTION IN PAYMENTS FOR OTHER 
COSTS.-Section 1861(v)(l)(S)(ii)(Il) (42 U.S.C. 
1395x(v)(l)(S)(ii)(II)) is amended by striking 
" through 1998" and inserting "through 1999 
and during fiscal year 2000 before January 1, 
2000" . 
SEC. 5313. PROSPECTIVE PAYMENT SYSTEM FOR 

HOSPITAL OUTPATIENT DEPART· 
MENT SERVICES. 

(a) IN GENERAL.-Section 1833 (42 U.S.C. 
13951) is amended by adding at the end the 
following: 

" (t) PROSPECTIVE PAYMENT SYSTEM FOR 
HOSPITAL OUTPATIENT DEPARTMENT SERV
ICES.-

" (1) IN GENERAL.-With respect to hospital 
outpatient services designated by the Sec
retary (in this section referred to as 'covered 
OPD services' ) and furnished during a year· 
beginning with 1999, the amount of payment 
under this part shall be determined under a 
prospective payment system established by 
the Secretary in accordance with this sub
section. 

" (2) SYSTEM REQUIREMENTS.- Under the 
payment system-

"(A) the Secretary shall develop a classi
fication system for covered OPD services; 

" (B) the Secretary may establish· groups of 
covered OPD services, within the classifica
tion system described in subparagraph (A), 
so that services classified within each group 
are comparable clinically and with respect 
to the use of resources; 

" (C) the Secretary shall, using data on 
claims from 1997 and using data from the 
most recent available cost reports, establish 
relative payment weights for covered OPD 
services (and any groups of such services de
scribed in subparagraph (B)) based on median 
hospital costs and shall determine projec
tions of the frequency of utilization of each 
such service (or group of services) in 1999; 

" (D) the Secretary shall determine a wage 
adjustment factor to adjust the portion of 
payment and coinsurance attributable to 
labor-related costs for relative differences in 
labor and labor-related costs across geo
graphic regions in a budget neutral manner; 

" (E) the Secretary shall establish other ad
justments as determined to be necessary to 
ensure equitable payments, such as outlier 
adjustments or adjustments for ·certain 
classes of hospitals; and 

" (F) the Secretary shall develop a method 
for controlling unnecessary increases in the 
volume of covered OPD services. 

" (3) CALCULATION OF BASE AMOUNTS.-
" (A) AGGREGATE AMOUNTS THAT WOULD BE 

PAYABLE IF DEDUCTIBLES WERE DIS
REGARDED.-The Secretary shall estimate 
the total amounts that would be payable 
from the Trust Fund under this part for cov
ered OPD services in 1999, determined with
out regard to this subsection, as though the 
deductible under section 1833(b) did not 
apply, and as though the coinsurance de
scribed in section 1866(a)(2)(A)(ii) (as in ef
fect before the date of the enactment of this 
subsection) continued to apply. 

"(B) UNADJUSTED COPAYMENT AMOUNT.
" (i) IN GENERAL.-For purposes of this sub

section, subject to clause (ii), the 
'unadjusted copayment amount ' applicable 
to a covered OPD service (or group of such 
services) is 20 percent of the national median 
of the charg·es for the service (or services 
within the group) furnished during 1997, up
dated to 1999 using the Secretary 's estimate 
of charge growth during the period. 

" (ii) ADJUSTMENTS WHEN FULLY PHASED 
IN.-If the pre-deductible payment percent
age for a covered OPD service (or group of 
such services) furnished in a year would be 
equal to or exceed 80 percent, then the 
unadjusted copayment amount shall be 25 
percent of amount determined under sub
paragraph (D)(i). 

"(iii) RULES FOR NEW SERVICES.- The Sec
retary shall establish rules for establishment 
of an unadjusted copaymen t amount for a 
covered OPD service not furnished during 
1997, based upon its classification within a 
group of such services. 

"(C) CALCULATION OF CONVERSION FAC
TORS.-

" (i) FOR 1999.-
"(I) IN GENERAL.-The Secretary shall es

tablish a 1999 conversion factor for deter
mining the medicare pre-deductible OPD fee 
payment amounts for each covered OPD 
service (or group of such services) furnished 
in 1999. Such conversion factor shall be es
tablished-

" (aa) on the basis of the weights and fre
quencies described in paragraph (2)(C), and 

" (bb) in such manner that the sum of the 
products determined under subclause (II) for 
each service or group equals the total project 
amount described in subparagraph (A). 

" (II) PRODUCT.- The Secretary shall deter
mine for each service or group the product of 
the medicare pre-deductible OPD fee pay
ment amount (taking into account appro
priate adjustments described in paragraphs 
(2)(D) and (2)(E)) and the frequencies for such 
service or group. 

" (ii) SUBSEQUENT YEARS.-Subject to para
graph (8)(B), the Secretary shall establish a 
conversion factor for covered OPD services 
furnished in subsequent years in an amount 
equal to the conversion factor established 
under this subparagraph and applicable to 
such services furnished in the previous year 
increased by the OPD payment increase fac
tor specified under clause (iii) for the year 
involved. 

" (iii) OPD PAYMENT INCREASE FACTOR.- For 
purposes of this subparagraph, the 'OPD pay
ment increase factor ' for services furnished 
in a year is equal to the sum of-

" (I) the market basket percentage increase 
applicable under section 1886(b)(3)(B)(iii) to 
hospital discharges occurring during the fis
cal year ending in such year, plus 

" (II) in the case of a covered OPD service 
(or group of such services) furnished in a 
year in which the pre-deductible payment 
percentage would not exceed 80 percent, 3.5 
percentage points. 
In applying the previous sentence for years 
beginning with 2000, the Secretary may sub
stitute for the market basket percentage in
crease under subclause (I) an annual percent
age increase that is computed and applied 
with respect to covered OPD services fur
nished in a year in the same manner as the 
market basket percentage increase is deter
mined and applied to inpatient hospital serv
ices for discharges occurring in a fiscal year. 

" (D) PRE-DEDUCTIBLE PAYMENT PERCENT
AGE.- The pre-deductible payment percent
age for a covered OPD service (or group of 
such services) furnished in a year is equal to 
the ratio of-

" (i) the conversion factor established 
unde.r subparagraph (C) for the year, multi
plied by the weighting factor established 
under paragraph (2)(C) for the service (or 
group), to 

" (ii) the sum of the amount determined 
under clause (i) and the unadjusted copay
ment amount determined under subpara
graph (B) for such service or group. 

" (E) CALCULA'l'ION OF MEDICARE OPD FEE 
SCHEDULE AMOUNTS.-The Secretary shall 
compute a medicare OPD fee schedule 
amount for each · covered OPD service (or 
group of such services) furnished in a year, 
in an amount equal to the product of-

" (i) the conversion factor computed under 
subparagraph (C) for the year, and 

" (ii) the relative payment weight (deter
mined under paragraph (2)(C)) for the service 
or group. 

" (4) MEDICARE PAYMENT AMOUNT.-The 
amount of payment made from the Trust 
Fund under this part for a covered OPD serv
ice (and such services classified within a 
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group) furnished in a year is determined as 
follows: 

"(A) FEE SCHEDULE AND COPAYMENT 
AMOUNT.-Add (i) the medicare OPD fee 
schedule amount (computed under paragraph 
(3)(E)) for the service or group and year, and 
(ii) the unadjusted copayment amount (de
termined under paragraph (3)(B)) for the 
service or group. 

"(B) SUBTRACT APPLICABLE DEDUCTIBLE.
Reduce the sum under subparagraph (A) by 
the amount of the deductible under section 
1833(b), to the extent applicable. 

" (C) APPLY PAYMENT PROPORTION TO RE
MAINDER.-Multiply the amount determined 
under subparagraph (B) by the pre-deductible 
payment percentage (as determined under 
paragraph (3)(D)) for the service or group and 
year involved. 

"(D) LABOR-RELATED ADJUSTMENT.-The 
amount of payment is the product deter
mined under subparagraph (C) with the 
labor-related portion of such product ad
justed for relative differences in the cost of 
labor and other factors determined by the 
Secretary, as computed under paragraph 
(2)(D) . 

"(5) COPAYMENT AMOUNT.-
"(A) IN GENERAL.-Except as provided in 

subparagraph (B), the copayment amount 
under this subsection is determined as fol
lows: 

"(i) UNADJUSTED COPAYMENT.-Compute 
the amount by which the amount described 
in paragraph (4)(B) exceeds the amount of 
payment determined under paragraph (4)(C). 

"(ii) LABOR ADJUSTMENT.- The copayment 
amount is the difference determined under 
clause (i) with the labor-related portion of 
such difference adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com
puted under paragraphs (2)(D) . The adjust
ment under this clause shall be made in a 
manner that does not result in any change in 
the aggregate copayments made in any year 
1f the adjustment had not been made. 

"(B) ELECTION TO OFFER REDUCED COPAY
MENT AMOUNT.-The Secretary shall establish 
a procedure under which a hospital, before 
the beginning of a year (beginning with 1999), 
may elect to reduce the copayment amount 
otherwise established under subparagraph 
(A) for some or all covered OPD services to 
an amount that is not less than 25 percent of 
the medicare OPD fee schedule amount 
(computed under paragraph (3)(E)) for the 
service involved, adjusted for relative dif
ferences in the cost of labor and other fac
tors determined by the Secretary, as com
puted under subparagraphs (D) and (E) of 
paragraph (2). Under such procedures, such 
reduced copayment amount may not be fur
ther reduced or increased during the year in
volved and the hospital may disseminate in
formation on the reduction of copayment 
amount effected under this subparagraph. 

"(C) No IMPACT ON DEDUCTIBLES.- Nothing 
in this paragraph shall be construed as af
fecting a hospital 's authority to waive the 
charging of a deductible under section 
1833(b). 

"(6) PERIODIC REVIEW AND ADJUSTMENTS 
COMPONENTS OF PROSPECTIVE PAYMENT SYS
TEM.-

"(A) PERIODIC REVIEW.- The Secretary may 
periodically review and revise the groups, 
the relative payment weights, an'd the wage 
and other adjustments described in para
graph (2) to take into account changes in 
medical practice, changes in technology, the 
addition of new services, new cost data, and 
other relevant information and factors. 

"(B) BUDGET NEUTRALITY ADJUSTMENT.-If 
the Secretary makes adjustments under sub-

paragraph (A), then the adjustments for a 
year may not cause the estimated amount of 
expenditures under this part for the year to 
increase or decrease from the estimated 
amount of expenditures under this part that 
would have been made if the adjustments 
had not been made. 

"(C) UPDATE FACTOR.-If the Secretary de
termines under methodologies described in 
subparagraph (2)(F) that the volume of serv
ices paid for under this subsection increased 
beyond amounts established through those 
methodologies, the Secretary may appro
priately adjust the update to the conversion 
factor otherwise applicable in a subsequent 
year. 

"(7) SPECIAL RULE FOR AMBULANCE SERV
ICES.-The Secretary shall pay for hospital 
outpatient services that are ambulance serv
ices on the basis described in the matter in 
subsection (a)(l) preceding subparagraph (A). 

"(8) SPECIAL RULES FOR CERTAIN HOS
PI'l'ALS.- ln the case of hospitals described in 
section 1886(d)(l)(B)(v)-

"(A) the system under this subsection shall 
not apply to covered OPD services furnished 
before January 1, 2000; and 

"(B) the Secretary may establish a sepa
rate conversion factor for such services in a 
manner that specifically takes into account 
the unique costs incurred by such hospitals 
by virtue of their patient population and 
service intensity. 

"(9) LIMITATION ON REVIEW.- There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

" (A) the development of the classification 
system under paragraph (2), including the es
tablishment of groups and relative payment 
weights for covered OPD services, of wage 
adjustment factors, other adjustments, and 
methods described in paragraph (2)(F); 

"(B) the calculation of base amounts under 
paragraph (3); 

"(C) periodic adjustments made under 
paragraph (6); and 

"(D) the establishment of a separate con
version factor under paragraph (8)(B)." . 

(b) COINSURANCE.- Section 1866(a)(2)(A)(li) 
(42 U.S.C. 1395cc(a)(2)(A)(ii)) is amended by 
adding a t the end the following: " In the case 
of items and services for which payment is 
made under part B under the prospective 
payment system established under section 
1833(t), clause (ii) of the first sentence shall 
be applied by substituting for 20 percent of 
the reasonable charge, the applicable copay
ment a mount established under section 
1833(t)(5). ". . 

(C) T REATMENT 01:<"' REDUCTION IN COPAY
MENT AMOUNT.- Section 1128A(i)(6) (42 u.s.c. 
1320a- 7a(i)(6)) is amended-

(1) by striking " or" at the end of subpara
graph (B), 

(2) by s triking the period at the end of sub
paragraph (C) and inserting"; or", and 

(3) by adding at the end the following new 
subparagraph: 

"(D) a reduction in the copayment amount 
for covered OPD services under section 
1833(t)(5)(B). " . 

(d) CONFORMING AMENDMENTS.-
(1) APPROVED ASC PROCEDURES PERFORMED 

IN HOSPITAL OU'l'PATIENT DEPARTMENTS.
(A)(i) Section 1833(i)(3)(A) ( 42 U .S.C. 

13951(i)(3)(A)) is amended-
(!) by inserting " before January 1, 1999" 

after " furnished". and 
(II) by striking ''in a cost reporting pe

riod". 
(ii) The amendment made by clause (i) 

shall apply to services furnished on or after 
January 1, 1999. 

(B) Section 1833(a)(4) (42 U.S.C. 13951(a)(4)) 
is amended by inserting "or subsection (t)" 
before the semicolon. 

(2) RADIOLOGY AND OTHER DIAGNOSTIC PRO
CEDURES.-

(A) Section 1833(n)(l)(A) (42 U.S.C. 
1395l(n)(l)(A)) is amended by inserting " and 
before January 1, 1999" after "October 1, 
1988," and after " October 1, 1989, " . 

(B) Section 1833(a)(2)(E) ( 42 U .S.C. 
1395l(a)(2)(E)) is amended by inserting " or , 
for services or procedures performed on or 
after January 1, 1999, subsection (t)" before 
the semicolon. 

(3) OTHER HOSPITAL OUTPATIENT SERVICES.
Section - 1833(a)(2)(B) (42 U.S.C. 1395l(a)(2)(B)) 
is amended-

(A) in clause (i), by inserting " furnished 
before January 1, 1999," after "(i)", 

(B) in clause (ii), by inserting "before Jan
uary 1, 1999," after " furnished", 

(C) by redesignating clause (iii) as clause 
(iv), and 

(D) by inserting after clause (ii), the fol-
lowing new clause: · 

" (iii) if such services are furnished on or 
after January 1, 1999, the amount determined 
under subsection (t), or ''. 

Subchapter B-Ambulance Services 
SEC. 5321. PAYMENTS FOR AMBULANCE SERV· 

ICES. 
(a) INTERIM REDUCTIONS.-
(1) PAYMENTS DETERMINED ON REASONABLE 

COST BASIS.-Section 186l(v)(l) (42 u.s.c. 
1395x(v)(l)) is amended by adding at the end 
the following new subparagraph: 

"(V) In determining the reasonable cost of 
ambulance services (as described in sub
section (s)(7)) provided during a fiscal year 
(beginning with fiscal year 1998 and ending 
with fiscal year 2002), the Secretary shall not 
recognize any costs in excess of costs recog
nized as reasonable for ambulance services 
provided during the previous fiscal year 
(after application of this subparagraph), in
creased by the percentage increase in the 
consumer price index for all urban con
sumers (U.S. city average) as estimated by 
the Secretary for the 12-month period ending 
with the midpoint of the fiscal year involved 
reduced in the case of fiscal year 1998 by 1.0 
percentage point. " 

(2) PAYMENTS DETERMINED ON REASONABLE 
CHARGE BASIS.- Section 1842(b) (42 u.s.c. 
1395u(b)) is amended by adding at the end the 
following new paragraph: 

"(19) For purposes of section 1833(a)(l), the 
reasonable charge for ambulance services (as 
described in section 1861(s)(7)) provided dur
ing a fiscal year (beginning with fiscal year 
1998 and ending with fiscal year 2002) may 
not exceed the reasonable charge for such 
services provided during the previous fiscal 
year (after application of this paragraph), in
creased by the percentage increase in the 
consumer price index for all urban con
sumers (U.S. city average) as estimated by 
the Secretary for the 12-month period ending 
with the midpoint of the year involved re
duced in the case of fiscal year 1998 by 1.0 
percentage point. " 

(b) ESTABLISHMENT OF PROSPECTIVE FEE 
SCHEDULE.-

(1) PAYMENT IN ACCORDANCE WITH FEE 
SCHEDULE.-Section 1833(a)(l) (42 u.s.c. 
1395l(a)(l)) is amended-

(A) by striking " and (P)" and inserting 
"(P)"; and 

(B) by striking the semicolon at the end 
and inserting the following: ", and (Q) with 
respect to ambulance service, the amounts 
paid shall be 80 percent of the lesser of the 
actual charge for the services or the amount 
determined by a fee schedule established by 
the Secretary under section 1834(k); " . 
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(2) ESTABLISHMENT OF SCHEDULE.- Section 

1834 (42 U.S.C. 1395m) is amended by adding 
at the end the following new subsection: 

" (k) ESTABLISHMENT OF FEE SCHEDULE FOR 
AMBULANCE SERVICES.-

"(!) IN GENERAL.- The Secretary shall es
tablish a fee schedule for payment for ambu
lance services under this part through a ne
gotiated rulemaking process described in 
title 5, United States Code, and in accord
ance with the requirements of this sub
section. 

" (2) CONSIDERATIONS.- ln establishing such 
fee schedule, the Secretary shall-

" (A) establish mechanisms to control in
creases in expenditures for ambulance serv
ices under this part; 

" (B) establish definitions for ambulance 
services which link payments to the type of 
services provided; 

" (C) consider appropriate regional and 
operational differences; 

" (D) consider adjustments to payment 
rates to account for inflation and other rel
evant factors; and 

" (E) phase in the application of the pay
ment rates under the fee schedule in an effi
cient and fair manner. 

" (3) SAVINGS.-In establishing such fee 
schedule, the Secretary shall-

"(A) ensure that the aggregate amount of 
payments made for ambulance services 
under this part during 1999 does not exceed 
the aggregate amount of payments which 
would have been made for such services 
under this part during such year if the 
amendments made by section 5321 of the Bal
anced Budget Act of 1997 had not been made; 
and 

" (B) set the payment amounts provided 
under the fee schedule for services furnished 
in 2000 and each subsequent year at amounts 
equal to the payment amounts under the fee 
schedule for service furnished during the pre
vious year, increased by the percentage in
crease in the consumer price index for all 
urban consumers (U.S. city average) for the 
12-month period ending with June of t}).e pre
vious year reduced (but not below zero) by 
1.0 percentage points. 

" (4) CONSULTATION.-ln establishing the fee 
schedule for ambulance services under this 
subsection, the Secretary shall consult with 
various national organizations representing 
individuals and entities who furnish and reg
ulate ambulance services and share with 
such organizations relevant data in estab
lishing such schedule. 

" (5) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869 or otherwise of :the amounts es
tablished under the fee schedule for ambu
lance services under this subsection, includ
ing matters described in paragraph (2). 

" (6) RESTRAINT ON BILLING.-The provisions 
of subparagraphs (A) and (B) of section 
1842(b)(18) shall apply to ambulance services 
for which payment is made under this sub
section in the same manner as they apply to 
services provided by a practitioner described 
in section 1842(b)(18)(C). " . 

(3) EFFECTIVE DATE.- The amendments 
made by this section apply to ambulance 
services furnished on or after January 1, 1999. 

(C) AUTHORIZING PAYMENT FOR PARAMEDIC 
INTERCEPT SERVICE PROVIDERS IN RURAL 
COMMUNITIES.- ln promulgating regulations 
to carry out section 186l(s)(7) of the Social 
Security Act (42 U.S.C. 1395x(s)(7)) with re
spect to the coverage of ambulance service, 
the Secretary of Health and Human Services 
may include coverage of advanced life sup
port services (in this subsection referred to 
as " ALS intercept services" ) provided by a 

paramedic intercept service provider in a 
rural area if the following conditions are 
met: 

(1) The ALS intercept services are provided 
under a contract with one or more volunteer 
ambulance services and are medically nec
essary based on the health condition of the 
individual being transported. 

(2) The volunteer ambulance service in
volved-

(A) is certified as qualified to provide am
bulance service for purposes of such section, 

(B) provides only basic life support services 
at the time of the intercept, and 

(C) is prohibited by State law from billing 
for any services. 

(3) The entity supplying the ALS intercept 
services-

(A) is certified as qualified to provide such 
services under the medicare program under 
title XVIII of the Social Security Act, and 

(B) bills all recipients who receive ALS 
intercept services from the entity, regardless 
of whether or not such recipients are medi
care beneficiaries. 

CHAPTER 3-PROVISIONS RELATING TO 
PARTSAANDB 

Subchapter A-Payments to Skilled Nursing 
Facilities 

SEC. 5331. BASING UPDATES TO PER DIEM LIMITS 
EFFECTIVE FOR FISCAL YEAR 1998 
ON COST LIMITS EFFECTIVE FOR 
FISCAL YEAR 1997. 

The last sentence of section 1888(a) (42 
U.S.C. 1395yy(a)) is amended by striking 
" subsection" the last place it appears and all 
that follows and inserting " subsection, ex
cept that the limits effective for cost report
ing periods beginning on or after October 1, 
1997, shall be based on the limits effective for 
cost reporting periods beginning on or after 
October 1, 1996, increased by the skilled nurs
ing facility market basket index to account 
for inflation and adjusted to account for the 
most recent changes in metropolitan statis
tical areas and wage index data.". 
SEC. 5332. PROSPECTIVE PAYMENT FOR SKILLED 

NURSING FACILITY SERVICES. 
(a) IN GENERAL.-Section 1888 (42 u.s.c. 

1395yy) is amended by adding at the end the 
following new subsection: 

"(e) PROSPECTIVE PAYMEN'l'.-
" (l) PAYMENT PROVISION.-Notwithstanding 

any other provision of this title, subject to 
paragraph (7), the amount of the payment for 
all costs (as defined in paragraph (2)(B)) of 
covered skilled nursing facility services (as 
defined in paragraph (2)(A)) for each day of 
such services furnished-

" (A) in a cost reporting period during the 
transition period (as defined in paragraph 
(2)(E)), is equal to the sum of-

" (i) the non-Federal percentage of the fa
cility-specific per diem rate (computed under 
paragraph (3)), and 

" (ii) the Federal percentage of the adjusted 
Federal per diem rate (determined under 
paragraph (4)) applicable to the facility; and 

" (B) after the transition period is equal to 
the adjusted Federal per diem rate applica
ble to the facility. 

"(2) DEFINITIONS.-For purposes of this sub
section: 

"(A) COVERED SKILLED NURSING FACILITY 
SERVICES.-

"(i) IN GENERAL.-The term 'covered 
skilled nursing facility services'-

" (!) means post-hospital extended care 
services as defined in section 1861(i) for 
which benefits are provided under part A; 
and 

" (II) includes all items and services (other 
than services described in clause (ii)) for 
which payment may be made under part B 

and which are furnished to an individual who 
is a resident of a skilled nursing facility dur
ing the period in which the individual is pro
vided covered post-hospital extended care 
services. 

" (ii) SERVICES EXCLUDED.- Services de
scribed in this clause are physicians' serv
ices, services described by clauses (i) through 
(iii) of section 1861(s)(2)(K), certified nurse
midwife services, qualified psychologist serv
ices, services of a certified registered nurse 
anesthetist, items and services described in 
subparagraphs in (F) and (0) of section 
1861(s)(2), and, only with respect to services 
furnished during 1998, the transportation 
costs of electrocardiogram equipment for 
electrocardiogram tests services (HCPCS 
Code R0076). Services described in this clause 
do not include any physical, occupational, or 
speech-language therapy services regardless 
of whether or not the services are furnished 
by, or under the supervision of, a physician 
or other health care professional. 

" (B) ALL cosTs.- The term 'all costs ' 
means routine service costs, ancillary costs, 
and capital-related costs of covered skilled 
nursing facility services, but does not in
clude costs associated with approved edu
cational activities. 

" (C) NON-FEDERAL PERCENTAGE; FEDERAL 
PERCENTAGE.-For-

" (i) the first cost reporting period (as de
fined in subparagraph (D)) of a facility, the 
'non-Federal percentage' is 75 percent and 
the 'Federal percentage' is 25 percent; 

"(ii) the next cost reporting period of such 
facility, the 'non-Federal percentage ' is 50 
percent and the 'Federal percentage' is 50 
percent; and 

" (iii) the subsequent cost reporting period 
of such facility, the 'non-Federal percentage' 
is 25 percent and the 'Federal percentage ' is 
75 percent. 

" (D) FIRST COST REPORTING PERIOD.- The 
term 'first cost reporting period' means , 
with respect to a skilled nursing facility, the 
first cost reporting period of the facility be
ginning on or after October 1, 1998. 

" (E) TRANSITION PERIOD.-
" (i) IN GENERAL.-The term ' transition pe

riod ' means, with respect to a skilled nursing 
facility, the 3 cost reporting periods of the 
facility beginning with the first cost report
ing period. 

"(ii) TREATMENT OF NEW SKILLED NURSING 
FACILITIES.-In the case of a skilled nursing 
facility that does not have a settled cost re
port for a cost reporting period before July 1, 
1998, payment for such services shall be made 
under this subsection as if all services were 
furnished after the transition period. 

" (3) DETERMINATION OF FACILITY SPECIFIC 
PER DIEM RATES.-The Secretary shall deter
mine a facility-specific per diem rate for 
each skilled nursing facility for a cost re
porting period as follows: 

" (A) DETERMINING BASE PAYMENTS.- The 
Secretary shall determine, on a per diem 
basis, the total of-

" (i) the allowable costs of extended care 
services for the facility for cost reporting pe
riods beginning in 1995 with appropriate ad
justments (as determined by the Secretary) 
to non-settled cost reports , and 

" (ii) an estimate of the amounts that 
would be payable under part B (disregarding 
any applicable deductibles, coinsurance and 
copayments) for covered skilled nursing fa
cility services described in paragraph 
(2)(A)(i)(II) furnished during such period to 
an individual who is a resident of the facil
ity, regardless of whether or not the pay
ment was made to the facility or to another 
entity. 
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"(B) UPDATE TO COST REPORTING PERIODS 

THROUGH 1998.-The Secretary shall update 
the amount determined under subparagraph 
(A), for each cost reporting period after the 
cost reporting period described in subpara
graph (A)(i) and up to the first cost reporting 
period by a factor equal to the skilled nurs
ing facility market basket percentage in
crease. 

"(C) UPDATING TO APPLICABLE COST REPORT
ING PERIOD.-The Secretary shall further up
date such amount for each cost reporting pe
riod beginning with the first cost reporting 
period and up to and including the cost re
porting period involved by a factor equal to 
the skilled nursing facility market basket 
percentage increase. 

"(D) CERTAIN DEMONSTRATION . PROJECTS.
In the case of a facility participating in the 
Nursing Home Case-Mix and Quality Dem
onstration (RUGS-III), the Secretary shall 
determine the facility specific per diem rate 
for any year after 1997 by computing the base 
period payments by using the RUGS-III rate 
received by the facility for 1997, increased by 
a factor equal to the skilled nursing facility 
market basket percentage increase. 

"(4) FEDERAL PER DIEM RATE.-
"(A) DETERMINATION OF IIlSTORICAL PER 

DIEM FOR FACILITIES.-For each skilled nurs
ing facility that received payments for post
hospital extended care services during a cost 
reporting period beginning in fiscal year 1995 
and that was subject to (and not exempted 
from) the per diem limits referred to in para
graph (1) or (2) of subsection (a) (and facili
ties described in subsection (d)), the Sec
retary shall estimate, on a per diem basis for 
such cost reporting period, the total of-

"(i) subject to subparagraph (I), the allow
able costs of extended care services for the 
facility for cost reporting periods beginning 
in 1995 with appropriate adjustments (as de
termined by the Secretary) to non-settled 
cost reports, and 

"(ii) an estimate of the amounts that 
would be payable under part B (disregarding 
any applicable deductibles, coinsurance and 
copayments) for covered skilled nursing fa
cility services described in paragraph 
(2)(A)(i)(II) furnished during such period to 
an individual who is a resident of the facil
ity, regardless of whether or not the pay
ment was made to the facility or to another 
entity. 

"(B) UPDATE TO COST REPORTING PERIODS 
THROUGH 1998.-The Secretary shall update 
the amount determined under subparagraph 
(A), for each cost reporting period after the 
cost reporting period described in subpara
graph (A)(i) and up to the first cost reporting 
period by a factor equal to the skilled nurs
ing facility market basket percentage in
crease reduced (on an annualized basis) by 1 
percentage point. 

"(C) COMPUTATION OF STANDARDIZED PER 
DIEM RATE.- The Secretary shall standardize 
the amount updated under subparagraph (B) 
for each facility by-

"(i) adjusting for variations among facility 
by area in the average facility wage level per 
diem, and 

"(ii) adjusting for variations in case mix 
per diem among facilities. 

"(D) COMPUTATION OF WEIGHTED AVERAGE 
PER DIEM RATE.-The Secretary shall com
pute a weighted average per diem rate by 
computing an average of the standardized 
amounts computed under subparagraph (C), 
weighted for each facility by the number of 
days of extended care services furnished dur
ing the cost reporting period referred to in 
subparagraph (A). The Secretary may com
pute and apply such average separately fo£ 

facilities located in urban and rural areas (as 
defined in section 1886(d)(2)(D)). 

"(E) UPDATING.-
"(!) FISCAL YEAR 1999.- For fiscal year 1999, 

the Secretary shall compute for each skilled 
nursing facility an unadjusted Federal per 
diem rate equal to the weighted average per 
diem rate computed under subparagraph (D) 
and applicable to the facility increased by 
skilled nursing facility market basket per
centage change for the fiscal year involved. 

"(ii) SUBSEQUENT FISCAL YEARS.-For each 
subsequent fiscal year the Secretary shall 
compute for each skilled nursing facility an 
unadjusted Federal per diem rate equal to 
the Federal per diem rate computed under 
this subparagraph for the previous fiscal 
year and applicable to the facility increased 
by the skilled nursing facility market basket 
percentage change for the fiscal year in
volved. 

"(F) ADJUSTMENT FOR CASE MIX CREEP.-In
sofar as the Secretary determines that such 
adjustments under subparagraph (G)(i) for a 
previous fiscal year (or estimates that such 
adjustments for a future fiscal year) did (or 
are likely to) result in a change in aggregate 
payments under this subsection during the 
fiscal year that are a result of changes in the 
coding or classification of residents that do 
not reflect real changes in case mix, the Sec
retary may adjust unadjusted Federal per 
diem rates for subsequent years so as to dis
count the effect of such coding or classifica
tion changes. 

"(G) APPLICATION TO SPECIFIC FACILITIES.
The Secretary shall compute for each skilled 
nursing facility for each fiscal year (begin
ning with fiscal year 1998) an adjusted Fed
eral per diem rate equal to the unadjusted 
Federal per diem rate determined under sub
paragraph (E), as adjusted under subpara
graph (F), and as further adjusted as follows: 

" (i) ADJUSTMENT FOR CASE MDC- The Sec
retary shall provide for an appropriate ad
justment to account for case mix. Such ad
justment shall be based on a resident classi
fication system, established by the Sec
retary, that accounts for the relative re
source utilization of different patient types. 
The case mix adjustment shall be based on 
resident assessment data and other data that 
the Secretary considers appropriate. 

"(ii) ADJUSTMEN'r FOR GEOGRAPHIC VARI
ATIONS IN LABOR COSTS.-The Secretary shall 
adjust the portion of such per diem rate at
tributable to wages and wage-related costs 
for the area in which the facility is located 
compared to the national average of such 
costs using an appropriate wage index as de
termined by the Secretary. Such adjustment 
shall be done in a manner that does not re
sult in aggregate payments under this sub
section that are greater or less than those 
that would otherwise be made if such adjust
ment had not been made. 

"(H) PUBLICATION OF INFORMATION ON PER 
DIEM RATES.-The Secretary shall provide for 
publication in the Federal Register, before 
the July 1 preceding each fiscal year (begin
ning with fiscal year 1999), of-

"(i) the unadjusted Federal per diem rates 
to be applied to days of covered skilled nurs
ing facility services furnished during the fis
cal year, 

"(ii) the case mix classification system to 
be applied under subparagraph (G)(i) with re
spect to such services during the fiscal year, 
and 

"(iii) the factors to be applied in making 
the area wage adjustment under subpara
graph (G)(ii) with respect to such services. 

"(I) EXCLUSION OF EXCEPTION PAYMENTS 
FROM DETERMINATION OF HISTORICAL PER 

DIEM.- In determining allowable costs under 
subparagraph (A)(i), the Secretary shall not 
take into account any payments described in 
subsection (c). 

"(5) SKILLED NURSING FACILITY MARKET BAS
KET INDEX, PERCENTAGE, AND HISTORICAL 
TREND FACTOR.-For purposes of this sub
section: 

"(A) SKILLED NURSING FACILITY MARKET 
BASKET INDEX.- The Secretary shall establish 
a skilled nursing facility market basket 
index that reflects changes over time in the 
prices of an appropriate mix of goods and 
services included in covered skilled nursing 
facility services. 

"(B) SKILLED NURSING FACILITY MARKET 
BASKET PERCENTAGE.-The term 'skilled 
nursing facility market basket percentage' 
means, for a fiscal year or other annual pe
riod and as calculated by the Secretary, the 
percentage change in the skilled nursing fa
cility market basket index (established 
under subparagraph (A)) from the midpoint 
of the prior fiscal year (or period) to the mid
point of the fiscal year (or other period) in
volved. 

" (6) SUBMISSION OF RESIDENT ASSESSMENT 
DATA.-A skilled nursing facility shall pro
vide the Secretary, in a manner and within 
the timeframes prescribed by the Secretary, 
the resident assessment data necessary to 
develop and implement the rates under this 
subsection. For purposes of meeting such re
quirement, a skilled nursing facility may 
submit the resident assessment data re
quired under section 1819(b)(3), using the 
standard instrument designated by the State 
under section 1819(e)(5). 

"(7) TRANSITION FOR MEDICARE SWING BED 
HOSPITALS.-

"(A) IN GEN.ERAL.-The Secretary shall de
termine an appropriate manner in which to 
apply this subsection to the facilities de
scribed in subparagraph (B), taking into ac
count the purposes of this subsection, and 
shall provide that at the end of the transi
tion period (as defined in paragraph (2)(E)) 
such fac111ties shall be paid only under this 
subsection. Payment shall not be made 
under this subsection to such facilities for 
cost reporting periods beginning before such 
date (not earlier than July 1, 1999) as the 
Secretary specifies . 

"(B) FACILITIES DESCRIBED.-The facilities 
described in this subparagraph are facilities 
that have in effect an agreement described in 
section 1883, for which payment is made for 
the furnishing of extended care services on a 
reasonable cost basis under section 1814(1) (as 
in effect on and after such date). 

"(8) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(A) the establishment of Federal per diem 
rates under paragraph (4), including the com
putation of the standardized per diem rates 
under paragraph (4)(C), adjustments and cor
rections for case mix under paragraphs (4)(F) 
and (4)(G)(i), and adjustments for variations 
in labor-related costs under paragraph 
(4)(G)(ii); and 

"(B) the establishment of transitional 
amounts under paragraph (7)." . 

(b) CONSOLIDATED BILLING.-
(1) FOR SNF SERVICES.-Section 1862(a) ( 42 

U.S.C. 1395y(a)) is amended-
(A) by striking " or" at the end of para

graph (15), 
(B) by striking the period at the end of 

paragraph (16) and inserting"; or" , and 
(C) by inserting after paragraph (16) the 

following new paragraph: 
"(17) which are covered skilled nursing fa-

cility services described in section 
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1888(e)(2)(A)(i)(II) and which are furnished to 
an individual who is a resident of a skilled 
nursing facility by an entity other than the 
skilled nursing facility, unless the services 
are furnished under arrangements (as defined 
in section 1861(w)(l)) with the entity made by 
the skilled nursing facility, or such services 
are furnished by a physician described in sec.
tion 1861(r)(l). " . 

(2) REQUIRING PAYMENT FOR ALL PART B 
ITEMS AND SERVICES TO BE MADE TO FACIL
ITY.-The first sentence of section 1842(b)(6) 
(42 U.S.C. 1395u(b)(6)) is amended-

(A) by striking "and (D)" and inserting 
"(D)"; and 

(B) by striking the period at the end and 
inserting the following: ", and (E) in the case 
of an item or service (other than services de
scribed in section 1888(e)(2)(A)(ii)) furnished 
to an individual who (at the time the item or 
service is furnished) is a resident of a skilled 
nursing facility, payment shall be made to 
the facility (without regard to whether or 
not the item or service was furnished by the 
facility, by others under arrangement with 
them made by the facility, under any other 
contracting or consulting arrangement, or 
otherwise).". 

(3) PAYMENT RULES.-Section 1888(e) (42 
U.S.C. 1395yy(e)), as added by subsection (a), 
is amended by adding at the end the fol
lowing: 

"(9) PAYMENT FOR CERTAIN SERVICES.-
"(A) IN GENERAL.- In the case of an item or 

service furnished by a skilled nursing facil
ity (or by others under arrangement with 
them made by a skilled nursing facility or 
under any other contracting or consulting 
arrangement or otherwise) for which pay
ment would otherwise (but for this para
graph) be made under part B in an amount 
determined in accordance with section 
1833(a)(2)(B), the amount of the payment 
under such part shall be based on the part B 
methodology applicable to the item or serv
ice, except that for items and services that 
would be included in a facility 's cost report 
if not for this section, the facility may con
tinue to use a cost report for reimbursement 
purposes until the prospective payment sys
tem established under this section is imple
mented. 

"(B) THERAPY AND PATHOLOGY SERVICES.
Payment for physical therapy, occupational 
therapy, respiratory therapy, and speech lan
guage pathology services shall reflect new 
salary equivalency guidelines calculated pur
suant to section 1861(v)(5) when finalized 
through the regulatory process. 

"(10) REQUIRED CODING.-No payment may 
be made under part B for items and services 
(other than services described in paragraph 
(2)(A)(ii)) furnished to an individual who is a 
resident of a skilled nursing fac111ty unless 
the claim for such payment includes a code 
(or codes) under a uniform coding system 
specified by the Secretary that identifies the 
i terns or services delivered.". 

( 4) CONFORMING AMENDMENTS.-
(A) Section 1819(b)(3)(C)(i) (42 U.S.C. 1395i-

3(b)(3)(C)(i)) is amended by striking " Such" 
and inserting "Subject to the timeframes 
prescribed by the Secretary under section 
1888(t)(6), such". 

(B) Section 1832(a)(l) (42 U.S.C. 1395k(a)(l )) 
is amended by striking "(2); " and inserting 
"(2) and section 1842(b)(6)(E); ". 

(C) Section 1833(a)(2)(B) (42 U.S.C. 
1395l(a)(2)(B)) is amended by inserting " or 
section 1888(e)(9)" after "section 1886" . 

(D) Section 1861(h) (42 U.S.C 1395x(h)) is 
amended-

(i) in the opening paragraph, by striking 
" paragraphs (3) and (6)" and inserting " para
graphs (3), (6), and (7)", and 

(ii) in paragraph (7), after "skilled nursing 
facilities", by inserting ", or by others under 
arrangements with them made by the facil
ity" . 

(E) Section 1866(a)(l)(H) (42 U.S.C. 
1395cc(a)(l)(H)) is amended-

(i) by redesignating clauses (i) and (ii) as 
subclauses (I) and (II) respectively, 

(ii) by inserting "(i) " after "(H)", and 
(iii) by adding after clause (i), as so redes

ignated, the following new clause: 
"(ii) in the case of skilled nursing facilities 

which provide covered skilled nursing facil
ity services-

" (I) that are furnished to an individual 
who is a resident of the skilled nursing facil
ity, and 

"(II) for which the individual is entitled to 
have payment made under this title, 
to have items and services (other than serv
ices described in section 1888(e)(2)(A)(ii)) fur
nished by the skilled nursing facility or oth
erwise under arrangements (as defined in 
section 1861(w)(l)) made by the skilled nurs
ing facility, ''. 

(c) MEDICAL REVIEW PROCESS.-In order to 
ensure that medicare beneficiaries are fur
nished appropriate services in skilled nurs
ing facilities, the Secretary of Health and 
Human Services shall establish and imple
ment a thorough medical review process to 
examine the effects of the amendments made 
by this section on the quality of covered 
skilled nursing facility services furnished to 
medicare beneficiaries. In developing such a 
medical review process, the Secretary shall 
place a particular emphasis on the quality of 
non-routine covered services and physicians' 
services for which payment is made under 
title XVIII of the Social Security Act for 
which payment is made under section 1848 of 
such Act. 

(d) EFFECTIVE DATE.- The amendments 
made by this section are effective for cost re
porting periods beginning on or after July 1, 
1998; except that the amendments made by 
subsection (b) shall apply to items and serv
ices furnished on or after July 1, 1998. 

Subchapter B-Home Health Services and 
Benefits 

PART I-PAYMENTS FOR HOME HEALTH 
SERVICES 

SEC. 5341. RECAPTURING SA VIN GS RESULTING 
FROM TEMPORARY FREEZE ON PAY
MENT INCREASES FOR HOME 
HEALTH SERVICES. 

(a) BASING UPDATES TO PER VISIT COST 
LIMITS ON LIMITS FOR FISCAL YEAR 1993.
Section 1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)) 
is amended by adding at the end the fol
lowing: 

"(iv) In establishing limits under this sub
paragraph for cost reporting periods begin
ning after September 30, 1997, the Secretary 
shall not take into account any changes in 
the home health market basket, as deter
mined by the Secretary, with respect to cost 
reporting periods which began on or after 
July 1, 1994, and before July 1, 1996. ". 

(b) NO EXCEPTIONS PERMITTED BASED ON 
AMENDMENT.-The Secretary of Health and 
Human Services shall not consider the 
amendment made by subsection (a) in mak
ing any exemptions and exceptions pursuant 
to section 1861(v)(l)(L)(ii) of the Social Secu
rity Act (42 U.S.C. 1395x(v)(l)(L)(ii)). 
SEC. 5342. INTERIM PAYMENTS FOR HOME 

HEALTH SERVICES. 
(a) REDUCTIONS IN COST LIMI'I'S.-Section 

1861(v)(l)(L)(i) (42 U.S.C. 1395x(v)(l)(L)(i)) is 
amended-

(1) by moving the indentation of subclauses 
(I) through (III) 2-ems to the left; 

(2) in subclause (I), by inserting " of the 
mean of the labor-related and nonlabor per 

visit costs for freestanding home health 
agencies" before the comma at the end; 

(3) in subclause (II), by striking ", or" and 
inserting " of such mean,"; 

(4) in subclause (III)-
(A) by inserting "and before October 1, 

1997, " after "July 1, 1987", and 
(B) by striking the period at the end and 

inserting " of such mean, or"; and 
(5) by striking the matter following sub

clause (Ill) and inserting the following: 
"(IV) October 1, 1997, 105 percent of the me

dian of the labor-related and nonlabor per 
visit costs for freestanding home health 
agencies.''. 

(b) DELAY IN UPDATES.-Section 
1861(v)(l)(L)(iii) (42 U.S.C. 1395x(v)(l)(L)(iii)) 
is amended by inserting '', or on or after 
July 1, 1997, and before October 1, 1997" after 
" July 1, 1996". 

(c) ADDITIONS TO COST LIMITS.- Section 
1861(v)(l)(L) (42 U.S.C. 1395x(v)(l)(L)), as 
amended by section 5341(a), is amended by 
adding at the end the following: 

" (v) For services furnished by home health 
agencies for cost reporting periods beginning 
on or after October 1, 1997, the Secretary 
shall provide for an interim system of limits. 
Payment shall be the lower of-

"(I) costs determined under the preceding 
provisions of this subparagraph, or 

"(II) an agency-specific per beneficiary an
nual limitation calculated from the agency's 
12-month cost reporting period ending on or 
after January 1, 1994, and on or before De
cember 31, 1994, based on reasonable costs 
(including nonroutine medical supplies), up
dated by the home health market basket 
index. · 
The per beneficiary limitation in subclause 
(II) shall be multiplied by the agency's 
unduplicated census count of patients (enti
tled to benefits under this title) for the cost 
reporting period subject to the limitation to 
determine the aggregate agency-specific per 
beneficiary limitation. 

"(vi) For services furnished by home 
health agencies for cost reporting periods be
ginning on or after October 1, 1997, the fol
lowing rules apply: 

"(I) For new providers and those providers 
without a 12-month cost reporting period 
ending in calendar year 1994, the per bene
ficiary limitation shall be equal to the me
dian of these limits (or the Secretary's best 
estimates thereof) applied to other home 
health agencies as determined by the Sec
retary. A home health agency that has al
tered its corporate structure or name shall 
not be considered a new provider for this 
purpose. 

''(II) For beneficiaries who use services fur
nished by more than one home health agen
cy, the per beneficiary limitations shall be 
prorated among the agencies.". 

(d) DEVELOPMENT OF CASE MIX SYSTEM.
The Secretary of Health and Human Services 
shall expand research on a prospective pay
ment system for home health agencies under 
the medicare program under title XVIII of 
the Social Security Act (42 U.S.C. 1395 et 
seq.) that ties prospective payments to a 
unit of service, including an intensive effort 
to. develop a reliable case mix adjuster that 
explains a significant amount of the 
variances in costs. 

(e) SUBMISSION OF DATA FOR CASE MIX SYS
TEM.- Effective for cost reporting periods be
ginning on or after October 1, 1997, the Sec
retary of Heal th and Human Services may 
require all home health agencies to submit 
additional information that the Secretary 
considers necessary for the development of a 
reliable case mix system. 
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SEC. 5343. PROSPECTIVE PAYMENT FOR HOME 

HEALTH SERVICES. 
(a) IN GENERAL.- Title XVIII (42 u .s.c. 1395 

et seq.), as amended by section 5011, is 
amended by adding at the end the following 
new section: 

"PROSPECTIVE PAYMENT FOR HOME HEALTH 
SERVICES 

"SEC. 1895. (a) IN GENERAL.-Notwith
standing section 186l(v), the Secretary shall 
provide, for cost reporting periods beginning 
on or after October 1, 1999, for payments for 
home health services in accordance with a 
prospective payment system established by 
the Secretary under this section. 

"(b) SYSTEM OF PROSPECTIVE PAYMENT FOR 
HOME HEALTH SERVICES.-

" (!) IN GENERAL.-The Secretary shall es
tablish under this subsection a prospective 
payment system for payment for all costs of 
home health services. Under the system 
under this subsection all services covered 
and paid on a reasonable cost basis under the 
medicare home health benefit as of the date 
of the enactment of the this section, includ
ing medical supplies, shall be paid for on the 
basis of a prospective payment amount de
termined under this subsection and applica
ble to the services involved. In implementing 
the system, the Secretary may provide for a 
transition (of not longer than 4 years) during 
which a portion of such payment is based on 
agency-specific costs, but only if such transi
tion does not result in aggregate payments 
under this title that exceed the aggregate 
payments that would be made if such a tran
sition did not occur. 

"(2) UNIT OF PAYMENT.-In defining a pro
spective payment amount under the system 
under this subsection, the Secretary shall 
consider an appropriate unit of service and 
the number, type, and duration of visits pro
vided within that unit, potential changes in 
the mix of services provided within that unit 
and their cost, and a general system design 
that provides for continued access to quality 
services. 

"(3) PAYMENT BASIS.
"(A) INITIAL BASIS.-
"(i) IN GENERAL.- Under such system the 

Secretary shall provide for computation of a 
standard prospective payment amount (or 
amounts). Such amount (or amounts) shall 
initially be based on the most current au
dited cost report data available to the Sec
retary and shall be computed in a manner so 
that the total amounts payable under the 
system for fiscal year 2000 shall be equal to 
the total amount that would have been made 
if the system had not been in effect but if the 
reduction in limits described in clause (ii) 
had been in effect. Such amount shall be 
standardized in a manner that eliminates the 
effect of variations in relative case mix and 
wage levels among different home health 
agencies in a budget neutral manner con
sistent with the case mix and wage level ad
justments provided under paragraph (4)(A). 
Under the system, the Secretary may recog
nize regional differences or differences based 
upon whether or not the services or agency 
are in an urbanized area. 

"(ii) REDUCTION.-The reduction described 
in this clause is a reduction by 15 percent in 
the cost limits and per beneficiary limits de
scribed in section 186l(v)(l)(L), as those lim
its are in effect on September 30, 1999. 

"(B) ANNUAL UPDATE.-
' (i) IN GENERAL.- The standard prospective 

payment amount (or amounts) shall be ad
justed for each fiscal year (beginning with 
fiscal year 2001) in a prospective manner 
specified by the Secretary by the home 
health market basket percentage increase 
applicable to the fiscal year involved. 

''(ii) HOME HEALTH MARKET BASKET PER
CENTAGE INCREASE.-For purposes of this sub
section, the term 'home health market bas
ket percentage increase' means, with respect 
to a fiscal year, a percentage (estimated by 
the Secretary before the beginning of the fis
cal year) determined and applied with re
spect to the mix of goods and services in
cluded in home heal th services in the same 
manner as the market basket percentage in
crease under section 1886(b)(3)(B)(iii) is de
termined and applied to the mix of goods and 
services comprising inpatient hospital serv
ices for the fiscal year. 

''(C) ADJUSTMENT FOR OUTLIERS.-The Sec
retary shall reduce the standard prospective 
payment amount (or amounts) under this 
paragraph applicable to home health services 
furnished during a period by such proportion 
as will result in an aggregate reduction in 
payments for the period equal to the aggre
gate increase in payments resulting from the 
application of paragraph (5) (relating to 
outliers). 

"(4) P AYMENT COMPUTATION.-
"(A) IN GENERAL.-The payment amount 

for a unit of home health services shall be 
the applicable standard prospective payment 
amount adjusted as follows: 

"(i) CASE MIX ADJUS'l'MENT.- The amount 
shall be adjusted by an appropriate case mix 
adjustment factor (established under sub
paragraph (B)). 

"(ii) AREA WAGE ADJUS'l'MENT.- The portion 
of such amount that the Secretary estimates 
to be attributable to wages and wage-related 
costs shall be adjusted for geographic dif
ferences in such costs by an area wage ad
justment factor (established under subpara
graph (C)) for the area in which the services 
are furnished or such other area as the Sec
retary may specify. 

"(B) ESTABLISHMENT OF CASE MIX ADJUST
MENT FACTORS.- The Secretary shall estab
lish appropriate case mix adjustment factors 
for home health services in a manner that 
explains a significant amount of the vari
ation in cost among different units of serv
ices. 

"(C) E STABLISHMENT OF AREA WAGE ADJUST
MENT F'ACTORS.- The Secretary shall estab
lish area wage adjustment factors that re
flect the relative level of wages and wage-re
lated costs applicable to the furnishing of 
home h ealth services in a geographic area 
compared to the national average applicable 
level. Such factors may be the factors used 
by the Secretary for purposes of section 
1886(d)(3)(E). 

"(5) OUTLIERS.-The Secretary may provide 
for an addition or adjustment to the pay
ment amount otherwise made in the case of 
outliers because of unusual variations in the 
type or amount of medically necessary care. 
The total amount of the additional payments 
or payment adjustments made under this 
paragraph with respect to a fiscal year may 
not exceed 5 percent of the total payments 
projected or estimated to be made based on 
the prospective payment system under this 
subsection in that year. 

"(6) PRORATION OF PROSPECTIVE PAYMENT 
AMOUNTS.-If a beneficiary elects to transfer 
to, or receive services from , another home 
health agency within the period covered by 
the prospective payment amount, the pay
ment shall be prorated between the home 
health agencies involved. 

"(c) R EQUIREMENTS FOR PAYMENT lNFORMA
TION.-With respect to home health services 
furnished on or after October 1, 1998, no 
claim for such a service may be paid under 
this title unless-

"(1) the claim has the unique identifier for 
the physician who prescribed the services or 

made the certification described in section 
1814(a)(2) or 1835(a)(2)(A); and 

"(2) in the case of a service visit described 
in paragraph (1), (2), (3), or (4) of section 
1861(m), the claim has information (coded in 
an appropriate manner) on the length of 
time of the service visit, as measured in 15 
minute increments. 

"(d) LIMITATION ON REVIEW.-There shall be 
no administrative or judicial review under 
section 1869, 1878, or otherwise of-

"(1) the establishment of a transition pe
riod under subsection (b)(l); 

"(2) the definition and application of pay
ment units under subsection (b)(2); 

"(3) the computation of initial standard 
prospective payment amounts under sub
section (b)(3)(A) (including the reduction de
scribed ln clause (ii) of such subsection); 

"(4) the adjustment for outliers under sub
section (b)(3)(C); 

"(5) case mix and area wage adjustments 
under subsection (b)(4); 

"(6) any adjustments for outliers under 
subsection (b)(5); and 

"(7) the amounts or types of exceptions or 
adjustments under subsection (b)(7).". 

(b) ELIMINATION OF PERIODIC INTERIM PAY
MENTS FOR HOME HEALTH AGENCIES.- Section 
1815(e)(2) (42 U.S.C. 1395g(e)(2)) is amended

(!) by inserting "and" at the end of sub
paragraph (C), 

(2) by striking subparagraph (D), and 
(3) by redesignating subparagraph (E) as 

subparagraph (D). 
(c) CONFORMING AMENDMENTS.-
(1) PAYMENTS UNDER PART A.-Section 

1814(b) (42 U.S.C. 1395f(b)) is amended in the 
matter preceding paragraph (1) by striking 
"and 1886" and inserting " 1886, and 1895". 

(2) TREATMENT OF ITEMS AND SERVICES PAID 
UNDER PART B.-

(A) PAYMEN'rS UNDER PART B.-Section 
1833(a)(2) (42 U.S.C. 1395l(a)(2)) is amended

(!) by amending subparagraph (A) to read 
as follows : 

"(A) with respect to home health services 
(other than a covered osteoporosis drug) (as 
defined in section 1861(kk)), the amount de
termined under the prospective payment sys
tem under section 1895;"; 

(ii) by s triking " and" at the end of sub
paragraph (E); 

(iii) by adding " and" at the end of subpara
graph (F); and 

(iv) by adding at the end the following new 
subparagraph: 

"(G) with respect to items and services de
scribed in section 1861(s)(10)(A), the lesser 
of-

" (i) the reasonable cost of such services, as 
determined under section 1861(v), or 

"(ii) the customary charges with respect to 
such services, 
or, if such services are furnished by a public 
provider of services, or by another provider 
which demonstrates to the satisfaction of 
the Secretary that a significant portion of 
its patients are low-income (and requests 
that payment be made under this provision) , 
free of charg·e or at nominal charges to the 
public, the amount determined in accordance 
with section 1814(b)(2); ". 

(B) REQUIRING PAYMENT FOR ALL ITEMS AND 
SERVICES TO BE MADE TO AGENCY.-

(i) IN GENERAL.-The first sentence of sec
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)) (as 
amended by section 5332(b)(2)) is amended

(!) by striking "and (E) " and inserting 
"(E)"; and 

(II) by striking the period at the end and 
inserting the following: '', and (F) in the case 
of home health services furnished to an indi
vidual who (at the time the item or service 
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is furnished) is under a plan of care of a 
home health agency, payment shall be made 
to the agency (without regard to whether or 
not the item or service was furnished by the 
agency, by others under arrangement with 
them made by the agency, or when any · other 
contracting or consulting arrangement, or 
otherwise). ". 

(ii) CONFORMING AMENDMENT.-Section 
1832(a)(l) (42 U.S.C. 1395k(a)(l)) (as amended 
by section 5332(b)(4)(B)) is amended by strik
ing "section 1842(b)(6)(E);" and inserting 
"subparagraphs (E) and (F) of section 
1842(b )(6);,,. 

(C) EXCLUSIONS FROM COVERAGE.-Section 
1862(a) (42 U.S.C. 1395y(a)), as amended by 
section 5332(b)(l), is amended-

(i) by striking "or" at the end of paragraph 
(16); 

(ii) by striking the period at the end of 
paragraph (17) and inserting " or" ; and 

(iii) by inserting after paragraph (17) the 
following: 

"(18) where such expenses are for home 
health services furnished to an individual 
who is under a plan of care of the home 
health agency if the claim for payment for 
such services is not submitted by the agen
cy.". 

(d) EFFECTIVE DATE.-Except as otherwise 
provided, the amendments made by this sec
tion shall apply to cost reporting periods be
ginning on or after October 1, 1999. 

(e) CONTINGENCY.-If the Secretary of 
Health and Human Services for any reason 
does not establish and implement the pro
spective payment system for home health 
services described in section 1895(b) of the 
Social Security Act (as added by subsection 
(a)) for cost reporting periods described in 
subsection (d), for such cost reporting peri
ods the Secretary shall provide for a reduc
tion by 15 percent in the cost limits and per 
beneficiary limits described in section 
1861(v)(l)(L) of such Act, as those limits 
would otherwise be in effect on September 
30, 1999. 
SEC. 5344. PAYMENT BASED ON LOCATION 

WHERE HOME HEALTH SERVICE IS 
FURNISHED. 

(a) CONDITIONS OF PAR'l'ICIPATION.-Section 
1891 (42 U.S.C. 1395bbb) is amended by adding 
at the end the following: 

"(g) PAYMENT ON BASIS OF LOCATION OF 
SERVICE.-A home health agency shall sub
mit claims for -payment for home health 
services under this title only on the basis of 
the geographic location at which the service 
is furnished , as determined by the Sec
retary.". 

(b) WAGE ADJUSTMENT.- Section 
1861(v)(l)(L)(l11) (42 U.S.C. 1395x(v)(l)(L)(iii)) 
is amended by striking "agency is located" 
and inserting "service is furnished" . 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to cost reporting 
periods beginning on or after October 1, 1997. 

PART II-HOME HEALTH BENEFITS 
SEC. 5361. MODIFICATION OF PART A HOME 

HEALTH BENEFIT FOR INDIVIDUALS 
ENROLLED UNDER PART B. 

(a) IN GENERAL.-Section 1812 (42 u.s.c. 
1395d) is amended-

(1) in subsection (a)(3), by striking " home 
health services" and inserting " for individ
uals not enrolled in part B, home health 
services, and for individuals so enrolled, part 
A home health services (as defined in sub
section (g))"; 

(2) by redesignating subsection (g) as sub
section (h); and 

(3) by inserting after subsection (f) the fol
lowing new subsection: 

"(g)(l) For purposes of this section, the 
term 'part A home health services' means-

"(A) for services furnished during each 
year beginning with 1998 and ending with 
2003, home health services subject to the 
transition reduction applied under paragraph 
(2)(C) for services furnished during the year, 
and 

"(B) for services furnished on or after Jan
uary 1, 2004, post-institutional home health 
services for up to 100 visits during a home 
health spell of illness. 

"(2) For purposes of paragraph (l)(A), the 
Secretary shall specify, before the beginning 
of each year beg·inning with 1998 and ending 
with 2003, a transition reduction in the home 
health services benefit under this part as fol
lows: 

"(A) The Secretary first shall estimate the 
amount of payments. that would have been 
made under this part for home health serv
ices furnished during the year if-

"(i) part A home health services were all 
home health services, and 

"(ii) part A home health services were lim
ited to services described in paragraph (l)(B). 

"(B)(i) The Secretary next shall compute a 
transfer reduction amount equal to the ap
propriate proportion (specified under clause 
(ii)) of the amount by which the amount esti
mated under subparagraph (A)(i) for the year 
exceeds the amount estimated under sub
paragraph (A)(ii) for the year. 

"(ii) For purposes of clause (i), the 'appro-
priate proportion' is equal to

''(l) 1h for 1998, 
"(II) Zh for 1999, 
" (Ill) 3h for 2000, 
"(IV) 4h for 2001, 
"(V) 5h for 2002, and 
"(V) 6h for 2003. 
"(C) The Secretary shall establish a transi

tion reduction by specifying such a visit 
limit (during a home health spell of illness) 
or such a post-institutional limitation on 
home heal th services furnished under this 
part during the year as the Secretary esti
mates will result in a reduction in the 
amount of payments that would otherwise be 
made under this part for home health serv
ices furnished during the year equal to the 
transfer amount computed under subpara
graph (B)(i) for the year. 

"(3) Payment under this part for home 
health services furnished an individual en
rolled under part B-

" (A) during a year beginning with 1998 and 
ending with 2003, may not be made for serv
ices that are not within the visit limit or 
other limitation specified by the Secretary 
under the transition reduction under para
graph (3)(C) for services furnished during the 
year; or 

"(B) on or after January 1, 2004, may not be 
made for home health services that are not 
post-institutional home health services or 
for post-institutional furnished to the indi
vidual after such services have · been fur
nished to the individual for a total of 100 vis
its during a home health spell of illness. ". 

(b) POST-INSTITUTIONAL HOME HEALTH 
SERVICES DEFINED.-Section 1861 (42 U.S.C. 
1395x), as amended by sections 5102(a) and 
5103(a), is amended by adding at the end the 
following: 

" Post-Institutional Home Health Services; 
Home Heal th Spell of Illness 

"(qq)(l) The term 'post-institutional home 
heal th services' means home heal th services 
furnished to an individual-

"(A) after discharge from a hospital or 
rural primary care hospital in which the in
dividual was an inpatient for not less than 3 
consecutive days before such discharge if 
such home health services were initiated 
within 14 days after the date of such dis
charge; or 

"(B) after discharge from a skilled nursing 
facility in which the individual was provided 
post-hospital extended care services if such 
home health services were initiated within 14 
days after the date of such discharge. 

"(2) The term 'home health spell of illness ' 
with respect to any individual means a pe
riod of consecutive days-

"(A) beginning with the first day (not in
cluded in a previous home health spell of ill
ness) (i) on which such individual is fur
nished post-institutional home health serv
ices, and (ii) which occurs in a month for 
which the individual is entitled to benefits 
under part A, and 

"(B) ending with the close of the first pe
riod of 60 consecutive days thereafter on 
each of which the individual is neither an in
patient of a hospital or rural primary care 
hospital nor an inpatient of a facility de
scribed in section 1819(a)(l) or subsection 
(y)(l) nor provided home health services.". 

(C) MAINTAINING APPEAL RIGHTS FOR HOME 
HEALTH SERVICES.-Section 1869(b)(2)(B) (42 
U.S.C. 1395ff(b)(2)(B)) is amended by insert
ing "(or $100 in the case of home health serv
ices) " after " $500". 

(d) MAINTAINING SEAMLESS ADMINISTRATION 
THROUGH FISCAL . lNTERMEDIARIES.-Section 
1842(b)(2) (42 U.S.C. 1395u(b)(2)) is amended by 
adding at the end the following: 

"(E) With respect to the payment of claims 
for home health services under this part 
that, but for the amendments made by sec
tion 5361, would be payable under part A in
stead of under this part, the Secretary shall 
continue administration of such claims 
through fiscal intermediaries under section 
1816.". 

(e) EFFECTIVE DATE.-The amendments 
made by this section apply to services fur
nished on or after January 1, 1998. For the 
purpose of applying such amendments, any 
home health spell of illness that began, but 
did not end, before such date shall be consid
ered to have begun as of such date. 
SEC. 5362. CLARIFICATION OF PART-TIME OR 

INTERMITTENT NURSING CARE. 
(a) IN GENERAL.-Section 1861(m) (42 U.S.C. 

1395x(m)) is amended by adding at the end 
the following : " For purposes of paragraphs 
(1) and (4), the term 'part-time or intermit
tent services' means skilled nursing and 
home health aide services furnished any 
number of days per week as long as they are 
furnished (combined) less than 8 hours each 
day and 28 or fewer hours each week (or, sub
ject to review on a case-by-case basis as to 
the need for care, less than 8 hours each day 
and 35 or fewer hours per week). For purposes 
of sections 1814(a)(2)(C) and 1835(a)(2)(A), 
' intermittent' means skilled nursing care 
that is either provided or needed on fewer 
than 7 days each week, or less than 8 hours 
of each day for periods of 21 days or less 
(with extensions in exceptional cir
cumstances when the need for additional 
care is finite and predictable). " . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to services 
furnished on or after October 1, 1997. 
SEC. 5363. STUDY ON DEFINITION OF HOME

BOUND. 
(a) STUDY.-The Secretary of Health and 

Human Services shall conduct a study of the 
criteria that should be applied, and the 
method of applying such criteria, in the de
termination of whether an individual is 
homebound for purposes of qualifying for re
ceipt of benefits for home health services 
under the medicare program. Such criteria 
shall include the extent and circumstances 
under which a person may be absent from 
the home but nonetheless qualify. 
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(b) REPORT.-Not later than October 1, 1998, 

the Secretary shall submit a report to the 
Congress on the study conducted under sub
section (a). The report shall include specific 
recommendations on such criteria and meth
ods. 
SEC. 5364. NORMATIVE STANDARDS FOR HOME 

HEALTH CLAIMS DENIALS. 
(a) IN GENERAL.-Section . 1862(a)(l) ( 42 

U.S.C. 1395y(a)(l)), as amended by section 
5102(c), is amended-

(1) by striking "and" at the end of subpara
graph (F), 

(2) by striking the semicolon at the end of 
subparagraph (G) and inserting ", and", and 

(3) by inserting after subparagraph (G) the 
following new subparagraph: 

"(H) the frequency and duration of home 
health services which are in excess of nor
mative guidelines that the Secretary shall 
establish by regulation; " . 

(b) NOTIFICATION.-The Secretary of Health 
and Human Services may establish a process 
for notifying a physician in cases in which 
the number of home health service visits fur
nished under the medicare program under 

. title XVIII of the Social Security Act (42 
U.S.C. 1395 et seq.) pursuant to a prescription 
or certification of the physician signifi
cantly exceeds such threshold (or thresholds) 
as the Secretary specifies. The Secretary 
may adjust such threshold to reflect dem
onstrated differences in the need for home 
health services among different bene
ficiaries. 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to services fur
nished on or after October 1, 1997. 
SEC. 5365. INCLUSION OF COST OF SERVICE IN 

EXPLANATION OF MEDICARE BENE
FITS. 

(a) IN GENERAL.- Section 1842(h)(7) of the 
Social Security Act (42 U.S.C. 1395u(h)(7)) is 
amended-

(1) in subparagraph (C), by striking "and" 
at the end; 

(2) in subparagraph (D), by striking the pe
riod at the end and inserting", and"; and 

(3) by adding at the end the following: 
"(E) in the case of home health services 

furnished to an individual enrolled under 
this part, the total amount that the home 
health agency or other provider of such serv
ices billed for such services.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) apply to explanation 
of benefits provided on and after October 1, 
1997. 

Subtitle F-Provisions Relating to Part A 
CHAPTER I-PAYMENT OF PPS 

HOSPITALS 
SEC. 5401. PPS HOSPITAL PAYMENT UPDATE. 

(a) IN GENERAL.-Section 1886(b)(3)(B)(i) (42 
U.S.C. 1395ww(b)(3)(B)(i)) is amended-

(1) in subclause (XIl)-
(A) by inserting "and the period beginning 

on October 1, 1997, and ending on December 
31, 1997," after " fiscal year 1997,"; and 

(B) by striking "and" at the end; and 
(2) by striking subclause (XIII) and insert

ing the following: 
"(XIII) for calendar year 1998 for hospitals 

in all areas, the market basket percentage 
increase minus 2.5 percentage points, 

"(XIV) for calendar years 1999 through 2002 
for hospitals in all areas, the market basket 
percentage increase minus 1.0 percentage 
points, and 

"(XV) for calendar year 2003 and each sub
sequent calendar year for hospitals in all 
areas, the market basket percentage in
crease.". 

(b) RULE 01', CONSTRUCTION.-Section 1886 
(42 U.S.C. 1395ww) is amended by adding at 
the end the following new subsection: 

"(j) PPS CALENDAR YEAR PAYMENTS.- Not
withstanding any other provision of this 
title, any updates or payment amounts de
termined under this section shall on and 
after December 31, 1998, take effect and be 
applied on a calendar year basis. With re
spect to any cost reporting periods that re
late to any such updates or payment 
amounts, the Secretary shall revise such 
cost reporting periods to ensure that on and 
after December 31, 1998, such cost reporting 
periods relate to updates and payment 
amounts made under this section on a cal
endar year basis in the same manner as such 
cost reporting periods applied to updates and 
payment amounts under this section on the 
day before the date of enactment of this sub
section.''. 
SEC. 5402. CAPITAL PAYMENTS FOR PPS HOS

PITALS. 
(a) MAINTAINING SAVINGS FROM TEMPORARY 

REDUCTION IN PPS CAPITAL RATES.- Section 
1886(g)(l)(A) (42 U.S.C. 1395ww(g)(l)(A)) is 
amended by adding at the end the following: 
" In addition to the reduction described in 
the preceding sentence, for discharges occur
ring on or after October 1, 1997, the Secretary 
shall apply the budget neutrality adjustment 
factor used to determine the Federal capital 
payment rate in effect on September 30, 1995 
(as described in section 412.352 of title 42 of 
the Code of Federal Regulations), to (i) the 
unadjusted standard Federal capital pay
ment rate (as described in section 412.308(c) 
of that title, as in effect on September 30, 
1997), and (ii) the unadjusted hospital-spe
cific rate (as described in section 412.328(e)(l) 
of that title, as in effect on September 30, 
1997).". 

(b) SYSTEM EXCEPTION PAYMENTS FOR 
TRANSITIONAL CAPITAL.-

(1) IN GENERAL.-Section 1886(g)(l) (42 
U.S.C. 1395ww(g)(l)) is amended-

(A) by redesignating subparagraph (C) as 
subparagraph (F), and 

(B) by inserting after subparagraph (B) the 
following: 

"(C) The exceptions under the system pro
vided by the Secretary under subparagraph 
(B)(iii) shall include the provision of excep
tion payments under the special exceptions 
process provided under section 412.348(g) of 
title 42, Code of Federal Regulations (as in 
effect on September 1, 1995), except that the 
Secretary shall revise such process, effective 
for discharges occurring after September 30, 
1997, as follows: 

" (i) Eligible hospital requirements, as de
scribed in section 412.348(g)(l) of title 42, 
Code of Federal Regulations, shall apply ex
cept tha t subparagraph (ii) shall be revised 
to require that hospitals located in an urban 
area with at least 300 beds shall be eligible 
under such process and that such a hospital 
shall be eligible without regard to its dis
proportionate patient percentage under sub
section (d)(5)(F) or whether it qualifies for 
additional payment amounts under such sub
section. 

"(ii) Project size requirements, as de
scribed in section 412.348(g)(5) of title 42, 
Code of Federal Regulations, shall apply ex
cept tha t subparagraph (11) shall be revised 
to require that the project costs of a hospital 
are at least 150 percent of its operating cost 
during the first 12 month cost reporting pe
riod beginning on or after October 1, 1991. 

"(111) The minimum payment level for 
qualifying hospitals shall be 85 percent. 

"(iv) A hospital shall be considered to meet 
the requirement that it complete the project 
involvecl no later than the end of the last 
cost reporting period of the hospital begin
ning before October 1, 2001, if-

"(I) the hospital has obtained a certificate 
of need for the project approved by the State 
or a local planning authority by September 
1, 1995; and 

"(II) by September 1, 1995, the hospital has 
expended on the project at least $750,000 or 10 
percent of the estimated cost of the project. 

"(v) Offsetting amounts, as described in 
section 412.348(g)(8)(ii) of title 42, Code of 
Federal Regulations, shall apply except that 
subparagraph (B) of such section shall be re
vised to require that the additional payment 
that would otherwise be payable for the cost 
reporting period shall be reduced by the 
amount (if any) by which the hospital 's cur
rent year medicare capital payments (ex
cluding, if applicable, 75 percent of the hos
pital 's capital-related disproportionate share 
payments) exceeds its medicare capital costs 
for such year. 

"(D)(i) The Secretary shall reduce the Fed
eral capital and hospital rates up to 
$50,000,000 for a calendar year to ensure that 
the application of subparagraph (C) does not 
result in an increase in the total amount 
that would have been paid under this sub
section in the fiscal year if such subpara
graph did not apply. 

"(ii) Payments made pursuant to the appli
cation of subparagraph (C) shall not be con
sidered for purposes of calculating total esti
mated payments under section 412.348(h), 
Title 42, Code of Federal Regulations. 

"(E) The Secretary shall provide for publi
cation in the Federal Register each year (be
ginning with 1999) of a description of the dis
tributional impact of the application of sub
paragraph (C) on hospitals which receive, 
and do not receive, an exception payment 
under such subparagraph.". 

(2) CONFORMING AMENDMENT.- Section 
1886(g)(l)(B)(iii) (42 U.S.C. 
1395ww(g)(l)(B)(iii)) is amended by striking 
" may provide" and inserting "shall provide 
(in accordance with subparagraph (C))". 

CHAPTER 2-PAYMENT OF PPS EXEMPT 
HOSPITALS 

SEC. 5421. PAYMENT UPDATE. 

(a) IN GENERAL.- Section 1886(b)(3)(B) (42 
U.S.C. 1395ww(b)(3)(B)) is amended-

(1) in clause (ii)-
(A) by striking "and" at the end of sub

clause (V); 
(B) by redesignating subclause (VI) as sub

clause (VIII); and 
(C) by inserting after subclause (V), the 

following subclauses: 
"(VI) for fiscal year 1998, is O percent; 
''(VII) for fiscal years 1999 through 2002, is 

the applicable update factor specified under 
clause (vi) for the fiscal year; and"; and 

(2) by adding at the end the following new 
clause: 

"(vi) For purposes of clause (ii)(VII) for a 
fiscal year, if a hospital's allowable oper
ating costs of inpatient hospital services rec
ognized under this title for the most recent 
cost reporting period for which information 
is available-

"(!) is equal to, or exceeds, 110 percent of 
the hospital 's target amount (as determined 
under subparagraph (A)) for such cost report
ing period , the applicable update factor spec
ified under this clause is the market basket 
percentage; 

"(II) exceeds 100 percent, but is less than 
110 percent, of such target amount for the 
hospital, the applicable update factor speci
fied under this clause is O percent or, if 
greater, the market basket percentage minus 
0.25 percentage points for each percentage 
point by which such allowable operating 
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costs (expressed as a percentage of such tar
get amount) is less than 110 percent of such 
target amount; 

" (III) is equal to, or less than 100 percent, 
but exceeds % of such target amount for the 
hospital, the applicable update factor speci
fied under this clause is 0 percent or, if 
greater, the market basket percentage minus 
1.5 percentage points; or 

"(IV) does not exceed % of such target 
amount for the hospital, the applicable up
date factor specified under this clause is O 
percent.''. 

(b) NO EFFECT OF PAYMENT REDUCTION ON 
EXCEPTIONS AND ADJUSTMENTS.-Section 
1886(b)(4)(A)(ii) (42 U.S.C. 1395ww(b)(4)(A)(ii)) 
is amended by adding at the end the fol
lowing new sentence: " In making such reduc
tions, the Secretary shall treat the applica
ble update factor described in paragraph 
(3)(B)(vi) for a fiscal year as being equal to 
the market basket percentage for that 
year. " . 
SEC. 5422. REDUCTIONS TO CAPITAL PAYMENTS 

FOR CERTAIN PPS-EXEMPT HOS. 
PITALS AND UNITS. 

Section 1886(g) (42 U.S.C. 1395ww(g)) is 
amended by adding at the end the following 
new paragraph: 

"(4) In determining the amount of the pay
ments that are attributable to portions of 
cost reporting periods occurring during fis
cal years 1998 through 2002 and that may be 
made under this title with respect to capital
related costs of inpatient hospital services of 
a hospital which is described in clause (1), 
(ii), or (iv) of subsection (d)(l)(B) or a unit 
described in the matter after clause (v) of 
such subsection, the Secretary shall reduce 
the amounts of such payments otherwise de
termined under this title by 15 percent." . 
SEC. 5423. CAP ON TEFRA LIMITS. 

Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)) is 
amended-

(1) in subparagraph (A) by striking "sub
paragraphs (C), (D), and (E)" and inserting 
" subparagraph (C) and succeeding subpara
graphs", and 

(2) by adding at the end the following: 
" (F)(i) In the case of a hospital or unit 

that is within a class of hospital described in 
clause (ii), for cost reporting periods begin
ning on or after October 1, 1997, and before 
October 1, 2002, such target amount may not 
be greater than the 90th percentile of the 
target amounts for such hospitals within 
such class for cost reporting periods begin
ning during that fiscal year. 

" (ii) For purposes of this subparagraph, 
each of the following shall be treated as a 
separate class of hospital: 

"(I) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

" (II) Hospitals described in clause (ii) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

" (III) Hospitals described in clause (iv) of 
such subsection. " . 
SEC. 5424. CHANGE IN BONUS AND RELIEF PAY

MENTS. 
(a) CHANGE IN BONUS PAYMENT.- Section 

1886(b)(l)(A) (42 U.S.C. 1395ww(b)(l)(A)) is 
amended by striking all that follows " plus
,' and inserting the following: 

" (i) 10 percent of the amount by which the 
target amount exceeds the amount of the op
erating costs, or 

" (ii) 1 percent of the operating costs, 
whichever is less; " . 

(b) CHANGE IN RELIEF PAYMENTS.- Section 
1886(b)(l) (42 U.S.C. 1395ww(b)(l)) is amend
ed-

(1) in subparagraph (B)-
(A) by striking " greater than the target 

amount" and inserting " greater than 110 per
cent of the target amount", 

(B) by striking " exceed the target 
amount" and inserting •·exceed 110 percent 
of the target amount" , 

(C) by striking " 10 percent" and inserting 
" 20 percent", and 

(D) by redesignating such subparagraph as 
subparagraph (C); and 

(2) by inserting after subparagraph (A) the 
following new subparagraph: 

" (B) are greater than the target amount 
but do not exceed 110 percent of the target 
amount, the amount of the payment with re
spect to those operating costs payable under 
part A on a per discharge basis shall equal 
the target amount; or" . 
SEC. 5425. TARGET AMOUNTS FOR REHABILITA

TION HOSPITALS, LONG-TERM CARE 
HOSPITALS, AND PSYCHIATRIC HOS· 
PITALS. 

Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)) is 
amended-

(1) in subparagraph (A) , in the matter pre
ceding clause (i), by striking " and (E)" and 
inserting "(E), (F), and (G)"; and 

(2) by adding at the end the following new 
subparagraphs: 

" (F) In the case of a rehabilitation hospital 
(or unit thereof) (as described in clause (ii) of 
subsection (d)(l)(B)), for cost reporting peri
ods beginning on or after October 1, 1997-

" (i) in the case of a hospital which first re
ceives payments under this section before 
October 1, 1997, the target amount deter
mined under subparagraph (A) for such hos
pital or unit for a cost reporting period be
ginning during a fiscal year shall not be less 
than 50 percent of the national mean of the 
target amounts determined under such sub
paragraph for all such hospitals for cost re
porting periods beginning during such fiscal 
year (determined without regard to this sub
paragraph); and 

" (ii) in the case of a hospital which first 
receives payments under this section on or 
after October 1, 1997, such target amount 
may not be greater than 130 percent of the 
national mean of the target amounts for 
such hospitals (and units thereof) for cost re
porting periods beginning during fiscal year 
1991. 

" (G) In the case of a hospital which has an 
average inpatient length of stay of greater 
than 25 days (as described in clause (iv) of 
subsection (d)(l)(B)), for cost reporting peri
ods beginning on or after October 1, 1997-

" (i) in the case of a hospital which first re
ceives payments under this section as a hos
pital that is not a subsection (d) hospital or 
a subsection (d) Puerto Rico hospital before 
October 1, 1997, the target amount deter
mined under subparagraph (A) for such hos
pital for a cost reporting period beginning 
during a fiscal year shall not be less than 50 
percent of the national mean of the target 
amounts determined under such subpara
graph for all such hospitals for cost report
ing periods beginning during such fiscal year 
(determined without regard to this subpara
graph); and 

" (ii) in the case of any other hospital 
which first receives payment under this sec
tion on or after October 1, 1997, such target 
amount may not be greater than 130 percent 
of such national mean of the target amounts 
for such hospitals for cost reporting periods 
beginning during fiscal year 1991. 

" (H) In the case of a psychiatric hospital 
(as defined in section 186l(f)), for cost report
ing periods beginning on or after October 1, 
1997-

" (i) in the case of a hospital which first re
ceives payments under this section before 
October 1, 1997, the target amount deter
mined under subparagraph (A) for such hos
pital for a cost reporting period beginning 
during a fiscal year shall not be less than 50 
percent of the national mean of the target 
amounts determined under such subpara
graph for all such hospitals for cost report
ing periods beginning during such fiscal year 
(determined without regard to this subpara
graph); and 

" (ii) in the case of any other hospital 
which first receives payment under this sec
tion on or after October 1, 1997, such target 
amount may not be greater than 130 percent 
of such national mean of the target amounts 
for such hospitals for cost reporting periods 
beginning during fiscal year 1991.". 
SEC. 5426. TREATMENT OF CERTAIN LONG-TERM 

CARE HOSPITALS LOCATED WITHIN 
OTHER HOSPITALS. 

(a) IN GENERAL.-Section 1886(d)(l)(B) (42 
U.S.C. 1395ww(d)(l)(B)) is amended by adding 
at the end the following new sentence: " A 
hospital that was classified by the Secretary 
on or before September 30, 1995, as a hospital 
described in clause (iv) shall continue to be 
so classified notwithstanding that it is lo
cated in the same building as, or on the same 
campus as, another hospital. " . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to dis
charges occurring on or after October 1, 1995. 
SEC. 5427. ELIMINATION OF EXEMPTIONS; RE-

PORT ON EXCEPTIONS AND ADJUST
MENTS. 

(a) ELIMINATION OF EXEMPTIONS.-
(1) IN GENERAL.- Section 1886(b)(4)(A)(i) (42 

U.S.C. 1395ww(b)(4)(A)(i)) ls amended by 
striking " exemption from, or an exception 
and adjustment to, " and inserting " an excep
tion and adjustment to" each place it ap
pears. 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph (1) shall apply to hos
pitals that first qualify as a hospital de
scribed in clause (i), (ii), or (iv) of section 
1886(d)(l)(B) (42 U.S.C. 1395ww(d)(l)(B)) on or 
after October 1, 1997. 

(b) REPORT.-The Secretary of Health and 
Human Services shall publish annually in 
the Federal Register a report describing the 
total amount of payments made to hospitals 
by reason of section 1886(b)(4) of the Social 
Security Act (42 U.S.C. 1395ww(b)(4)), as 
amended by subsection (a), for cost reporting 
periods ending during the previous fiscal 
year. 
SEC. 5428. TECHNICAL CORRECTION RELATING 

TO SUBSECTION (d) HOSPITALS. 
(a ) IN GENERAL.-Section 1886(d)(l) (42 

U.S.C. 1395ww(d)(l)) is amended
(1) in subparagraph (B)(v)-
(A) by inserting " (I)" after " (v)" ; and 
(B) by striking the semicolon at the end 

and inserting " , or" ; and 
(C) by adding at the end the following: 
" (II) a hospital that-
" (aa) was recognized as a comprehensive 

cancer center · or clinical cancer research 
center by the National Cancer Institute of 
the National Institutes of Health as of April 
20, 1983, or is able to demonstrate, for any 
six-month period, that at least 50 percent of 
its total discharges have a principal diag
nosis that reflects a finding of neoplastic dis
ease, as defined in subparagraph (E); 

" (bb) applied on or before December 31, 
1990, for classification as a hospital involved 
extensively in treatment for or research on 
cancer under this clause (as in effect on the 
day before the date of the enactment of this 
subclause), but was not approved for such 
classification; and 
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"(cc) is located in a State which, as of De

cember 19, 1989, was not operating a dem
onstration project under section 1814(b);" ; 
and 

(2) by adding at the end the following: 
"(E) For purposes of subparagraph 

(B)(v)(Il)(aa), the term 'principal diagnosis 
that reflects a finding of neoplastic disease' 
means the condition established after study 
to be chiefly responsible for occasioning the 
admission of a patient to a hospital, except 
that only discharges with ICD-9-CM prin
cipal diagnosis codes of 140 through 239, 
V58.0, V58.l, V66.l, or 990 will be considered 
to reflect such a principal diagnosis. " . 

(b) PAYMENTS.-Any classification by rea
son of section 1886(d)(l)(B)(v)(II) of the Social 
Security Act (42 U.S.C. 1395ww(d)(l)(B)(v)(II)) 
(as added by subsection (a)) shall apply to all 
cost reporting periods beginning on or after 
January 1, 1991. Any payments owed to a 
hospital as a result of such section (as so 
amended) shall be made expeditiously, but in 
no event later than 1 year after the date of 
enactment of this Act. 
SEC. 5429. CERTAIN CANCER HOSPITALS. 

(a) IN GENERAL.-Section 1886(d)(l) (42 
U.S.C. 1395ww(d)(l)), as amended by section 
5428, is amended-

(!) in subparagraph (B)(v), by striking the 
semicolon at the end of subclause (II)(cc) and 
inserting the following: " , or", and by adding 
at the end the following: 

"(III) a hospital-
"(aa) that was classified under subsection 

(iv) beginning on or before December 31, 1990, 
and through December 31, 1995; and 

"(bb) throughout the period described in 
item (aa) and currently has greater than 49 
percent of its total patient discharges with a 
principal diag·nosis that reflects a finding of 
neoplastic disease;"; and 

(2) by adding at the end the following: 
"(F) In the case of a hospital that is classi

fied under subparagraph (B)(v)(III), no re
baslng is permitted by such hospital and 
such hospital shall use the base period in ef
fect at the time of such hospital's December 
31, 1995, cost report. ". 

CHAPTER 3-GRADUATE MEDICAL 
EDUCATION PAYMENTS 

Subchapter A-Direct Medical Education 
SEC. 5441. LIMITATION ON NUMBER OF RESI· 

DENTS AND ROLLING AVERAGE FTE 
COUNT. 

Section 1886(h)(4) (42 U.S.C. 1395ww(h)(4)) is 
amended by adding after subparagraph (E) 
the following: 

"(F) LIMITATION ON NUMBER OF RESIDENTS 
IN ALLOPATHIC AND OSTEOPATHIC MEDICINE.
Except as provided in subparagraph (H), such 
rules shall provide that for purposes of a cost 
reporting period beginning on or after Octo
ber 1, 1997, the total number of full-time 
equivalent residents before application of 
weighting factors (as determined under this 
paragraph) with respect to a hospital's ap
proved medical residency training program 
in the fields of allopathic medicine and os
teopathic medicine may not exceed the num
ber of full-time equivalent residents with re
spect to such programs for the hospital's 
most recent cost reporting period ending on 
or before December 31, 1996. 

"(G) COUNTING INTERNS AND RESIDENTS FOR 
1998 AND SUBSEQUENT YEARS.-

"(i) IN GENERAL.-For cost reporting peri
ods beginning on or after October 1, 1997, sub
ject to the limit described in subparagraph 
(F) and except as provided in subparagraph 
(H), the total number of full-time equivalent 
residents for determining a hospital 's grad
uate medical education payment shall equal 
the average of the full-time equivalent resi-

dent counts for the cost reporting period and 
the preceding two cost reporting periods. 

"(ii) ADJUSTMENT FOR SHORT PERIODS.-If 
any cost reporting period beginning on or 
after October 1, 1997, is not equal to twelve 
months, the Secretary shall make appro
priate modifications to ensure that the aver
age full-time equivalent resident counts pur
suant to clause (ii) are based on the equiva
lent of full twelve-month cost reporting peri
ods. 

"(iii) TRANSITION RULE FOR 1998.-In the 
case of a hospital's first cost reporting pe
riod beginning on or after October 1, 1997, 
clause (i) shall be applied by using the aver
age for such period and the preceding cost re
porting period. 

"(H) SPECIAL RULES FOR NEW FACILITIES.
"(i) IN GENERAL.-If a hospital is an appli

cable facility under clause (iii) for any year 
with respect to any approved medical resi
dency training program described in sub
section th)-

"(I) subject to the applicable annual limit 
under clause (ii), the Secretary may provide 
an additional amount of full-time equivalent 
residents which may be taken into account 
with respect to such progTam under subpara
graph (F) for cost reporting periods begin
ning during such year, and 

"(IT) the averaging rules under subpara
graph (G) shall not apply for such year. 

"(ii) APPLICABLE ANNUAL LIMIT.-The total 
of additional full-time equivalent residents 
which the Secretary may authorize under 
clause (i) for all applicable facilities for any 
year shall not exceed the amount which 
would result in the number of full-time 
equivalent residents with respect to ap
proved medical residency training programs 
in the fields of allopathic and osteopathic 
medicine for all hospitals exceeding such 
number for the preceding year. In allocating 
such additional residents, the Secretary 
shall give special consideration to facilities 
that m eet the needs of underserved rural 
areas. 

"(iii) APPLICABLE FACILITY.-For purposes 
of this subparagraph, a hospital .shall be 
treated as an applicable facility with respect 
to an approved medical residency training 
program only during the first 5 years during 
which such program is in existence. A hos
pital shall not be treated as such a facility if 
the 5-year period described in the preceding 
sentence ended on or before December 31, 
1996. 

"(iv) COORDINATION WITH LIMIT.-For pur
poses of applying subparagraph (F), the num
ber of full-time equivalent residents of an 
applicable facility with respect to any ap
proved medical residency training program 
in the fields of allopathic and osteopathic 
medicine for the facility's most recent cost 
reporting period ending on or before Decem
ber 31, 1996, shall be increased by the number 
of such residents allocated to such facility 
under clause (1)." 
SEC. 5442. PERMITTING PAYMENT TO NONHOS

PITAL PROVIDERS. 
(a) IN GENERAL.-Section 1886 (42 U.S.C. 

1395ww) is amended by adding at the end the 
following: 

"(j) PAYMENT TO NONHOSPITAL PRO
VIDERS.-

"(1) IN GENERAL.-For cost reporting peri
ods beginning on or after October 1, 1997, the 
Secretary may establish rules for payment 
to qualified nonhospital providers for their 
direct costs of medical education, if those 
costs are incurred in the operation of an ap
proved medical residency training program 
described in subsection (h). Such rules shall 
specify the amounts, form, and manner in 

which payments will be made and the por
tion of such payments that will be made 
from each of the trust funds under this title. 

"(2) QUALIFIED NONHOSPITAL PROVIDERS.
For purposes of this subsection, the term 
'qualified nonhospital providers' means

"(A) a federally qualified health center, as 
defined in section 186l(aa)(4); 

"(B) a rural health clinic, as defined in sec
tion 1861(aa)(2); and 

"(C) such other providers (other than hos
pitals) as the Secretary determines to be ap
propriate." 

(b) PROHIBITION ON DOUBLE PAYMENTS.
Section 1886(h)(3)(B) (42 U.S.C. 
1395ww(h)(3)(B)) is amended by adding at the 
end the following: 
"The Secretary shall reduce the aggregate 
approved amount to the extent payment is 
made under subsection (j) for residents in
cluded in the hospital's count of full-time 
equivalent residents." 

Subchapter B-Indirect Medical Education 
SEC. 5446. INDIRECT GRADUATE MEDICAL EDU· 

CATION PAYMENTS. 
(a) MULTIYEAR TRANSITION REGARDING PER

CENTAGES.-
(1) IN GENERAL.-Section 1886(d)(5)(B)(ii) (42 

U.S.C. 1395ww(d)(5)(B)(ii)) is amended to read 
as follows: 

"(ii) For purposes of clause (i)(II), the indi
rect teaching adjustment factor is equal to 
c (\(l+r) to the nth power) - 1), where 'r' is 
the ratio of the hospital 's full-time equiva
lent interns and residents to beds and 'n' 
equals .405. For discharges occurring-

"(!) on or after May 1, 1986, and before Oc
tober 1, 1997, 'c' ls equal to 1.89; 

"(II) during fiscal year 1998, 'c' is equal to 
1.72; 

"(III) during fiscal year 1999, 'c ' is equal to 
1.6; 

"(IV) during fiscal year 2000, 'c' is equal to 
1.47; and 

"(V) on or after October 1, 2000, 'c' is equal 
to 1.35." 

(2) NO RESTANDARDIZATION OF PAYMENT 
AMOUNTS REQUIRED.-Section 1886(d)(2)(C)(i) 
(42 U.S.C. 1395ww(d)(2)(C)(i)) is amended by 
adding at the end the following: " except that 
the Secretary shall not take into account 
any reduction in the amount of additional 
payments under paragraph (5)(B)(ii) result
ing from the amendment made by section 
5446(a)(l) of the Balanced Budget Act of 
1997,'' . 

(b) LIMITATION.-
(1) IN GENERAL.-Section 1886(d)(5)(B) (42 

U.S.C. 1395ww(d)(5)(B)) is amended by adding 
after clause (iv) the following: 

" (v) In determining the adjustment with 
respect to a hospital for discharges occurring 
on or after October 1, 1997, the total number 
of full-time equivalent interns and residents 
in either a hospital or nonhospital setting 
may not exceed the number of such full-time 
equivalent interns and residents in the hos
pital with respect to the hospital' s most re
cent cost reporting period ending on or be
fore December 31, 1996. 

"(vi) For purposes of clause (11)-
"(I) 'r' may not exceed the ratio of the 

number of interns and residents as deter
mined under clause (v) with respect to the 
hospital for its most recent cost reporting 
period ending on or before December 31, 1996, 
to the hospital 's available beds (as defined by 
the Secretary) during that cost reporting pe
riod, and 

"(II) for the hospital's cost reporting peri
ods beginning on or after October 1, 1997, sub
ject to the limits described in clauses (iv) 
and (v), the total number of full-time equiva
lent residents for payment purposes shall 
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equal the average of the actual full-time 
equivalent resident count for the cost report
ing period and the preceding two cost report
ing periods. 
In the case of the first cost reporting period 
beginning on or after October 1, 1997, sub
clause (II) shall be applied by using the aver
age for such period and the preceding cost re
porting period. 

" (vii)(I) If a hospital is an applicable facil
ity under subclause (III) for any year with 
respect to any approved medical residency 
training program described in subsection 
(h)-

" (aa) subject to the applicable annual 
limit under subclause (II), the Secretary 
may provide an additional amount of full
time equivalent interns and residents which 
may be taken into account with respect to 
such program under clauses (v) and (vi) for 
cost reporting periods beginning during such 
year, and 

" (bb) the averaging rules under clause 
(vi)(Il) shall not apply for such year. 

" (II) The total of additional full-time 
equivalent interns and residents which the 
Secretary may authorize under subclause (I) 
for all applicable facilities for any year shall 
not exceed the amount which would result in 
the number of full-time equivalent interns or 
residents for all hospitals exceeding such 
number for the preceding year. In allocating 
such additional residents, the Secretary 
shall give special consideration to facilities 
that meet the needs of underserved rural 
areas. 

" (Ill) For purposes of this clause, a hos
pital shall be treated as an applicable facil
ity with respect to an approved medical resi
dency training program only during the first 
5 years during which such program is in ex
istence. A hospital shall not be treated as 
such a facility if the 5-year period described 
in the preceding sentence ended on or before 
December 31, 1996. 

"(IV) For purposes of applying clause (v), 
the number of full-time equivalent residents 
of an applicable facility with respect to any 
approved medical residency training pro
gram for the facility's most recent cost re
porting period ending on or before December 
31, 1996, shall be increased by the number of 
such residents allocated to such facility 
under subclause (I). 

" (viii) If any cost reporting period begin
ning on or after October 1, 1997, is not equal 
to twelve months, the Secretary shall make 
appropriate modifications to ensure that the 
average full-time equivalent residency count 
pursuant to subclause (II) of clause (vi) is 
based on the equivalent of full twelve-month 
cost reporting periods. " 

(2) PAYMENT FOR INTERNS AND RESIDENTS 
PROVIDING OFF-SITE SERVICES.-Section 
1886(d)(5)(B)(iv) (42 U.S.C. 1395ww(d)(5)(B)(iv)) 
is amended to read as follows: 

·' (iv) Effective for discharges occurring on 
or after October 1, 1997, all the time spent by 
an intern or resident in patient care activi
ties under an approved medical residency 
training program at an entity in a nonhos
pital setting shall be counted towards the de
termination of full-time equivalency if the 
hospital incurs all, or substantially all , of 
the costs for the training program in that 
setting. " 
Subchapter C-Graduate Medical Education 

Payments for Managed Care Enrollees 
SEC. 5451. DIRECT AND INDIRECT MEDICAL EDU

CATION PAYMENTS TO HOSPITALS 
FOR MANAGED CARE ENROLLEES. 

(a) PAYMENTS 'I'O HOSPITALS FOR DIRECT 
Cos·rs OF GRADUATE MEDICAL EDUCATION.
Section 1886(h)(3) (42 U.S.C. 1395ww(h)(3)) is 

amended by adding after subparagraph (C) 
the following: 

" (D) PAYMENT FOR MEDICARE CHOICE EN
ROLLEES.-

" (i) IN GENERAL.-For portions of cost re
porting periods occurring on or after Janu
ary 1, 1998, the Secretary shall provide for an 
additional payment amount under this sub
section for services furnished to individuals 
who are enrolled under a risk-sharing con
tract with an eligible organization under sec
tion 1876 and who are entitled to part A or 
with a Medicare Choice organization under 
part C. The amount of such a payment shall 
equal the applicable percentage of the prod
uct of-

" (I) the aggregate approved amount (as de
fined in subparagraph (B)) for that period; 
and 

" (II) the fraction of the total number of in
patient-bed days (as established by the Sec
retary) during the period which are attrib
utable to such enrolled individuals. 

" (ii) APPLICABLE PERCENTAGE.- For pur
poses of clause (i), the applicable percentage 
is-

"(I) 25 percent in 1998, 
" (II) 50 percent in 1999, 
" (III) 75 percent in 2000, and 
" (IV) 100 percent in 2001 and subsequent 

years. 
"(iii) SPECIAL RULE FOR HOSPITALS UNDER 

REIMBURSEMENT SYSTEM.-The Secretary 
shall establish rules for the application of 
this subparagraph to a hospital reimbursed 
under a reimbursement system authorized 
under section 1814(b)(3) in the same manner 
as it would apply to the hospital if it were 
not reimbursed under such section. ' ' 

(b) PAYMENT TO HOSPITALS OF INDIRECT 
MEDICAL EDUCATION COSTS.-Section 1886(d) 
(42 U.S.C. 1395ww(d)) is amended by adding at 
the end the following: 

" (11) ADDITIONAL PAYMENTS FOR MANAGED 
CARE SAVINGS.-

"(A) IN GENERAL.- For portions of cost re
porting periods occurring on or after Janu
ary 1, 1998, the Secretary shall provide for an 
additional payment amount for each applica
ble discharge of any subsection (d) hospital 
(or any hospital reimbursed under a reim
bursement system authorized under section 
1814(b)(3)) that has an approved medical resi
dency training program. 

" (B) APPLICABLE DISCHARGE.-For purposes 
of this paragraph, the term 'applicable dis
charge' means the discharge of any indi
vidual who is enrolled under a risk-sharing 
contract with an eligible organization under 
section 1876 and who is entitled to benefits 
under part A or any individual who is en
rolled with a Medicare Choice organization 
under part C. 

" (C) DETERMINATION OF AMOUNT.-The 
amount of the payment under this paragraph 
with respect to any applicable discharge 
shall be equal to the applicable percentage 
(as defined in subsection (h)(3)(D)(ii)) of the 
estimated average per discharge amount 
that would otherwise have been paid under 
paragraph (l)(A) if the individuals had not 
been enrolled as described in subparagraph 
(B)." 

SEC. 5452. DEMONSTRATION PROJECT ON USE OF 
CONSORTIA. 

(a) IN GENERAL.-The Secretary of Health 
and Human Services (in this section referred 
to as the " Secretary" ) shall establish a dem
onstration project under which, instead of 
making payments to teaching hospitals pur
suant to section 1886(h) of the Social Secu
rity Act, the Secretary shall make payments 
under this section to each consortium that 
meets the requirements of subsection (b). 

(b) QUALIFYING CONSORTIA.-For purposes 
of subsection (a) , a consortium meets the re
quirements of this subsection if the consor
tium is in compliance with the following: 

(1) The consortium consists of an approved 
medical residency training program in a 
teaching hospital and one or more of the fol
lowing entities: 

(A) A school of allopathic medicine or os
teopathic medicine. 

(B) Another teaching hospital, which may 
be a children's hospital. 

(C) Another approved medical residency 
training program. 

(D) A federally qualified health center. 
(E) A medical group practice. 
(F) A managed care entity. 
(G) An entity furnishing outpatient serv

ices. 
(I) Such other entity as the Secretary de

termines to be appropriate. 
(2) The members of the consortium have 

agreed to participate in the programs of 
graduate medical education that are oper
ated by the entities in the consortium. 

(3) With respect to the receipt by the con
sortium of payments made pursuant to this 
section, the members of the consortium have 
agreed on a method for allocating the pay
ments among the members. 

(4) The consortium meets such additional 
requirements as the Secretary rriay estab
lish. 

(c) AMOUNT AND SOURCE OF PAYMEN'I'.-The 
total of payments to a qualifying consortium 
for a fiscal year pursuant to subsection (a) 
shall not exceed the amount that would have 
been paid under section 1886(h) of the Social 
Security Act for the teaching hospital (or 
hospitals) in the consortium. Such payments 
shall be made in such proportion from each 
of the trust funds established under title 
XVIII of such Act as the Secretary specifies. 
CHAPTER 4-0THER HOSPITAL PAYMENTS 
SEC. 5461. DISPROPORTIONATE SHARE PAY· 

MENTS TO HOSPITALS FOR MAN· 
AGED CARE AND MEDICARE CHOICE 
ENROLLEES. 

Section 1886(d) (42 U.S.C. 1395ww(d)) (as 
amended by section 5451) is amended by add
ing at the end the following: 

" (12) ADDITIONAL PAYMEN'l'S FOR MANAGED 
CARE AND MEDICARE CHOICE SAVINGS.-

" (A) IN GENERAL.- For portions of cost re
porting periods occurring on or after Janu
ary 1, 1998, the Secretary shall provide for an 
additional payment amount for each applica
ble discharge of-

(i) any subsection (d) hospital that is a dis
proportionate share hospital (as described in 
paragraph (5)(F)(i)); or 

(ii) any hospital reimbursed under a reim
bursement system authorized under section 
1814(b)(3)) if such hospital would qualify as a 
disproportionate share hospital were it not 
so reimbursed. 

" (B) APPLICABLE DISCHARGE.- For purposes 
of this paragraph, the term 'applicable dis
charge ' means the discharge of any indi
vidual who is enrolled under a risk-sharing 
contract with an eligible organization under 
section 1876 and who is entitled to benefits 
under part A or any individual who is en
rolled with a Medicare Choice organization 
under part C. 

" (C) DETERMINATION OF AMOUNT.- The 
amount of the payment under this paragraph 
with respect to any applicable discharge 
shall be equal to the applicable percentage 
(as defined in subsection (h)(3)(D)(ii)) of the 
estimated average per discharge amount 
that would otherwise have been paid under 
paragraph (l)(A) if the individuals had not 
been enrolled as described in subparagraph 
(B). " . 
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SEC. 5462. REFORM OF DISPROPORTIONATE 

SHARE PAYMENTS TO HOSPITALS 
SERVING VULNERABLE POPU· 
LATIONS. 

(a) IN GENERAL.-Section 1886(d)(5)(F) of 
the Social Security Act (42 U.S.C. 
1395ww(d)(5)(F)) is amended-

(1) in clause (i), by inserting "and before 
December 31, 1998," after "May, 1, 1986,"; 

(2) in clause (ii), by striking "The amount" 
and inserting " Subject to clauses (ix) and 
(x), the amount" ; and 

(3) by adding at the end the following: 
''(ix) In the case of discharges occurring on 

or after October 1, 1997, and before December 
31, 1998, the additional payment amount oth
erwise determined under clause (ii) shall be 
reduced by 4 percent. 

"(x)(l) In the case of discharges occurring 
during calendar years 1999 and succeeding 
calendar years, the additional payment 
amount shall be determined in accordance 
with the formula established under subclause 
(II). 

"(II) Not later than January 1, 1999, the 
Secretary shall establish a formula for deter
mining additional payment amounts under 
this subparagraph. In determining such for
mula the Secretary shall-

"(aa) establish a single threshold for costs 
incurred by hospitals in serving low-income 
patients, 

"(bb) consider the costs described in sub
clause (Ill), and 

"(cc) ensure that such formula complies 
with the requirement described in subclause 
(IV). 

"(Ill) The costs described in this subclause 
are as follows: 

"(aa) The costs incurred by the hospital 
during a period (as determined by the Sec
retary) of furnishing inpatient and out
patient hospital services to individuals who 
are entitled to benefits under part A of this 
title and are entitled to supplemental secu
rity income benefits under title XVI (exclud
ing any supplementation of those benefits by 
a State under section 1616). 

"(bb) The costs incurred by the hospital 
during a period (as so determined) of fur
nishing inpatient and outpatient hospital 
services to individuals who are eligible for 
medical assistance under the State plan 
under title XIX and are not entitled to bene
fits under part A of this title (including indi
viduals enrolled in a health maintenance or- . 
ganization (as defined in section 
1903(m)(l)(A)) or any other managed care 
plan under such title, individuals who are el
igible for medical assistance under such title 
pursuant to a waiver approved by the Sec
retary under section 1115, and individuals 
who are eligible for medical assistance under 
the State plan under title XIX (regardless of 
whether the State has provided reimburse
ment for any such assistance provided under 
such title)). 

"(cc) The costs incurred by the hospital 
during a period (as so determined) of fur
nishing inpatient and outpatient hospital 
services to individuals who are not described 
in item (aa) or (bb) and who do not have 
health insurance coverage (or any other 
source of third party payment for such serv
ices) and for which the hospital did not re
ceive compensation. 

"(IV)(aa) The requirement described in 
this subclause is that for each calendar year 
for which the formula established under this 
clause applies, the additional payment 
amount determined for such calendar year 
under such formula shall not exceed an 
amount equal to the additional payment 
amount that, in the absence of such formula, 
would have been determined under this sub-

paragraph, reduced by the applicable per
centage for such calendar year. 

"(bb) For purposes of subclause (aa), the 
applicable percentage for-

"(AA) calendar year 1999 is 8 percent; 
"(BB) calendar year 2000 is 12 percent; 
"(CC) calendar year 2001 is 16 percent; 
" (DD) calendar year 2002 is 20 percent; 
"(EE) calendar year 2003 and subsequent 

calendar years, is 0 percent". 
(b) DATA COLLECTION.-
(!) IN GENERAL.-ln developing the formula 

under section 1886(g)(5)(F)(x) of the Social 
Security Act (42 U.S.C. 1395ww(g)(5)(F)(x)), as 
added by subsection (a), and in implementing 
the provisions of and amendments made by 
this section, the Secretary of Health and 
Human Services may require any subsection 
(d) hospital (as defined in section 
1886(d)(l)(B) of the Social Security Act (42 
U.S.C. 1395ww(d)(l)(B))) receiving additional 
payments by reason of section 1886(d)(5)(F) of 
that Act (42 U.S.C. 1395ww(d)(5)(F)) (as 
amended by subsection (a) of this section) to 
submit to the Secretary any information 
that the Secretary determines is necessary 
to implement the provisions of and amend
ments made by this section. 

(2) FAJLURE TO COMPLY.-Any subsection (d) 
hospital (as so defined) that fails to submit 
to the Secretary of Health and Human Serv
ices any information requested under para
graph (1), shall be deemed ineligible for an 
additional payment amount under section 
1886(d)(5)(F) of the Social Security Act (42 
U.S.C. 1395ww(d)(5)(F)) (as amended by sub
section \a) of this section). 

(C) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to dis
charges occurring on and after October 1, 
1997. 
SEC. 5463. MEDICARE CAPITAL ASSET SALES 

PRICE EQUAL TO BOOK VALUE. 
(a) IN GENERAL.-Section 1861(v)(l)(0) (42 

U.S.C. 1395x(v)(1)(0)) is amended-
(!) in clause (1)-
(A) by striking "and (if applicable) a re

turn on equity capital"; 
(B) by striking "hospital or skilled nursing 

facility" and inserting "provider of serv
ices" ; 

(C) by striking "clause (iv)" and inserting 
" clause (iii)"; and 

(D) by striking "the lesser of the allowable 
acquisition cost" and all that follows and in
serting " the historical cost of the asset, as 
recognized under this title, less depreciation 
allowed , to the owner of record as of the date 
of enactment of the Balanced Budget Act of 
1997 (or, in the case of an asset not in exist
ence as of that date, the first owner of record 
of the asset after that date)."; 

(2) by striking clause (ii); and 
(3) by redesignating clauses (iii) and (iv) as 

clauses (ii) and (iii), respectively. 
(b) EFFECTIVE DATE.-The amendments 

made by subsection (a) apply to changes of 
ownership that occur after the third month 
beginning after the date of enactment of this 
section. 
SEC. 5464. ELIMINATION OF IME AND DSH PAY· 

MENTS ATTRIBUTABLE TO OUTLIER 
PAYMENTS. 

(a) INDIRECT MEDICAL EDUCATION.-Section 
1886(d)(5)(B)(l)(l) (42 U.S.C. 
1395ww(d)(5)(B)(i)(l)) is amended by inserting 
" , for cases qualifying for additional pay
ment under subparagraph (A)(l)," before "the 
amount paid to the hospital under subpara
graph (A)". 

(b) DISPROPORTIONATE SHARE ADJUST
MENTS.- Section 1886(d)(5)(F)(i1)(l) (42 u.s.c. 
1395ww(d)(5)(F)(ii)(l)) is amended by insert
ing ", for cases qualifying for additional pay-

ment under subparagraph (A)(i)," before " the 
amount paid to the hospital under subpara
graph (A)". 

(c) COST OUTLIER PAYMENTS.-Section 
1886(d)(5)(A)(ii) (42 U.S.C. 1395ww(d)(5)(A)(ii)) 
is amended by striking " exceed the applica
ble DRG prospective payment rate" and in
serting "exceed the sum of the applicable 
DRG prospective payment rate plus any 
amounts payable under subparagraphs (B) 
and (F) of subsection (d)(5)". 

(d) EFFECTIVE DATE.-The amendments 
made by this section apply to discharges oc
curring after September 30, 1997. 
SEC. 5465. TREATMENT OF TRANSFER CASES. 

(a) TRANSFERS TO PPS EXEMPT HOSPITALS 
AND SKILLED NURSING F ACILITIES.-Section 
1886(d)(5)(l) (42 U.S.C. 1395ww(d)(5)(l)) is 
amended by adding at the end the following 
new clause: 

" (iii) In carrying out this subparagraph, 
the Secretary shall treat the term ' transfer 
case' as including the case of an individual 
who, upon discharge from a subsection (d) 
hospital-

"(!) is admitted as an inpatient to a hos
pital or hospital unit that is not a subsection 
(d) hospital for the receipt of inpatient hos
pital services; or 

"(II) is admitted to a skilled nursing facil
ity or facility described in section 1861(y)(l) 
for the receipt of extended care services.". 

(b) TRANSFERS FOR PURPOSES OF HOME 
HEALTH SERVICES.-Section 1886(d)(5)(l) (42 
U.S.C. 1395ww(d)(5)(l)), as amended by sub
section (a), is amended-

(!) in clause (lli), by striking the period at 
the end and inserting " ; or" and 

(2) by adding at the end the following new 
subclause: 

"(III) receives home health services from a 
home health agency, if such services directly 
relate to the condition or diagnosis for which 
such individual received inpatient hospital 
services from the subsection (d) hospital, and 
if such services are provided within an appro
priate period as determined by the Secretary 
in regulations promulgated not later than 
April 1, 1998.". 

(c) EFFEC'rIVE DATES.-
(1) The amendment made by subsection (a) 

shall apply with respect to discharges occur
ring on or after October 1, 1997. 

(2) The amendment made by subsection (b) 
shall apply with respect to discharges occur
ring on or after April 1, 1998. 
SEC. 5466. REDUCTIONS IN PAYMENTS FOR EN

ROLLEE BAD DEBT. 
Section 1861(v)(l) (42 U.S.C. 1395x(v)(l)) is 

amended by adding· at the end the following 
new subparagraph: 

"(T ) In determining such reasonable costs 
for hospitals, the amount of bad debts other
wise treated as allowable costs which are at
tributable to the deductibles and coinsur
ance amounts under this title shall be re
duced-

" (i) for cost reporting periods beginning on 
or after October 1, 1997 and on or before De
cember 31, 1998, by 25 percent of such amount 
otherwise allowable, 

"(ii) for cost reporting periods beginning 
during calendar year 1999, by 40 percent of 
such amount otherwise allowable, and 

"(iii) for cos t reporting periods beginning 
during a subsequent calendar year, by 50 per
cent of such amount otherwise allowable.". 
SEC. 5467. FLOOR ON AREA WAGE INDEX. 

(a) IN GENERAL.-For purposes of section 
1886(d)(3)(E) of the Social Security Act (42 
U.S.C. 1395ww(d)(3)(E)) for discharges occur
ring on or after October 1, 1997, the area 
wage index applicable under such section to 
any hospital which is not located in a rural 
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area (as defined in section 1886(d)(2)(D) of 
such Act (42 U.S.C. 1395ww(d)(2)(D)) may not 
be less than the average of the area wage in
dices applicable under such section to hos
pitals located in rural areas in the State in 
which the hospital is located. 

(b) IMPLEMENTATION.-The Secretary of 
Health and Human Services shall adjust the 
area wage indices referred to in subsection 
(a) for hospitals not described in such sub
section in a manner which assures that the 
aggregate payments made under section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)) in a fiscal year for the operating 
costs of inpatient hospital services are not 
greater or less than those which would have 
been made in the year if this section did not 
apply. 
SEC. 5468. INCREASE BASE PAYMENT RATE TO 

PUERTO RICO HOSPITMS. 
Section 1886(d)(9)(A) (42 U.S.C. 

1395ww(d)(9)(A)) is amended-
(1) in the matter preceding clause (i), by 

striking ''in a fiscal year beginning on or 
after October 1, 1987,", 

(2) in clause (i), by striking " 75 percent" 
and inserting " for discharges beginning on or 
after October 1, 1997, 50 percent (and for dis
charges between October 1, 1987, and Sep
tember 30, 1997, 75 percent)", and 

(3) in clause (ii), by striking " 25 percent" 
and inserting " for discharges beginning in a 
fiscal year beginning on or after October 1, 
1997, 50 percent (and for discharges between 
October 1, 1987 and September 30, 1997, 25 per
cent)". 
SEC. 5469. PERMANENT EXTENSION OF BEMO· 

PHILIA PASS-THROUGH. 
Effective October 1, 1997, section 6011(d) of 

OBRA-1989 (as amended by section 13505 of 
OBRA-1993) is amended by striking "and 
shall expire September 30, 1994". 
SEC. 5470. COVERAGE OF SERVICES IN RELI

GIOUS NONMEDICAL HEALTH CARE 
INSTITUTIONS UNDER THE MEDI
CARE AND MEDICAID PROGRAMS. 

(a) MEDICARE COVERAGE.-
(1) IN GENERAL.-Section 1861 of the Social 

Security Act (42 U.S.C. 1395x) (as amended by 
section 5361) is amended-

(1) in the sixth sentence of subsection (e)
(A) by striking " includes" and all that fol

lows up to " but only" and inserting " in
cludes a religious nonmedical health care in
stitution (as defined in subsection (rr)(l)), " , 
and 

(B) by inserting " consistent with section 
1821' ' before the period; 

(2) in subsection (y)-
(A) by amending the heading to read as fol

lows: 
" Extended Care in Religious Nonmedical 

Health Care Institutions", 
(B) in paragraph (1), by striking "includes" 

and all that follows up to " but only" and in
serting "includes a religious nonmedical 
health care institution (as defined in sub
section (rr)(l)), ", and 

(0) by inserting " consistent with section 
1821" before the period; and 

(3) by adding at the end the following: 
" Religious Nonmedical Health Care 

Ins ti tu ti on 
"(rr)(l) The term 'religious nonmedical 

health care institution' means an institution 
that-

"(A) is described in subsection (c)(3) of sec
tion 501 of the Internal Revenue Code of 1986 
and is exempt from taxes under subsection 
(a) of such section; 

"(B) is lawfully operated under all applica
ble Federal, State, and local laws and regula
tions; 

" (C) provides only nonmedical nursing 
items and services exclusively to patients 
who choose to rely solely upon a religious 
method of healing and for whom the accept
ance of medical health services would be in
consistent with their religious beliefs; 

"(D) provides such nonmedical items and 
services exclusively through nonmedical 
nursing personnel who are experienced in 
caring for the physical needs of such pa
tients; 

"(E) provides such nonmedical items and 
services to inpatients on a 24-hour basis; 

"(F) on the basis of its religious beliefs, 
does not provide through its personnel or 
otherwise medical items and services (in
cluding any medical screening, examination, 
diagnosis, prognosis, treatment, or the ad
ministration of drugs) for its patients; 

"(G) is not a part of, or owned by, or under 
common ownership with, or affiliated 
through ownership with, a health care facil
ity that provides medical services; 

"(H) has in effect a utilization review plan 
which-

"(i) provides for the review of admissions 
to the institution, of the duration of stays 
therein, of cases of continuous extended du
ration, and of the items and services fur
nished by the institution, 

"(ii) requires that such reviews be made by 
an appropriate committee of the institution 
that includes the individuals responsible for 
overall administration and for supervision of 
nursing personnel at the institution, 

"(iii) provides that records be maintained 
of the meetings, decisions, and actions of 
such committee, and 

"(iv) meets such other requirements as the 
Secretary finds necessary to establish an ef
fective utilization review plan; 

"(I) provides the Secretary with such infor
mation as the Secretary may require to im
plement section 1821, to monitor quality of 
care, and to provide for coverage determina
tions; and 

"(J) meets such other requirements as the 
Secretary finds necessary in the interest of 
the health and safety of individuals who are 
furnished services in the institution. 

" (2) If the Secretary finds that the accredi
tation of an institution by a State, regional, 
or national agency or association provides 
reasonable assurances that any or all of the 
requirements of paragraph (1) are met or ex
ceeded, the Secretary shall, to the extent the 
Secretary deems it appropriate, treat such 
institution as meeting the condition or con
ditions with respect to which the Secretary 
made such finding. 

"(3)(A)(i) In administering this subsection 
and section 1821 , the Secretary shall not re
quire any patient of a religious nonmedical 
health care institution to undergo any med
ical screening, examination, diagnosis, prog
nosis, or treatment or to accept any other 
medical health care service, if such patient 
(or legal representative of the patient) ob
jects thereto on religious grounds. 

"(ii) Clause (i) shall not be construed as 
preventing the Secretary from requiring 
under section 1821(a)(2) the provision of suffi
cient information regarding an individual 's 
condition as a condition for receipt of bene
fits under part A for services provided in 
such an institution. 

" (B)(i) In administering this subsection 
and section 1821, the Secretary shall not sub
ject a religious nonmedical health care insti
tution to any medical supervision, regula
tion , or control, insofar as such supervision, 
regulation, or control would be contrary to 
the religious beliefs observed by the institu
tion. 

"(ii) Clause (i) shall not be construed as 
preventing the Secretary from reviewing 
items and services billed by the institution 
to the extent the Secretary determines such 
review to be necessary to determine whether 
such items and services were not covered 
under part A, are excessive, or are fraudu
lent." . 

(2) CONDITIONS OF COVERAGE.-Part A of 
title XVIII of the Social Security Act is 
amended by adding at the end the following 
new section: 

" CONDITIONS FOR COVERAGE OF RELIGIOUS NON
MEDICAL HEALTH CARE INSTITUTIONAL SERV
ICES 

"SEC. 1821. (a) IN GENERAL.-Subject to 
subsections (c) and (d), payment under this 
part may be made for inpatient hospital 
services or post-hospital extended care serv
ices furnished an individual in a religious 
nonmedical health care institution only if-

" (1) the individual has an election in effect 
for such benefits under subsection (b); and 

" (2) the individual has a condition such 
that the individual would qualify for benefits 
under this part for inpatient hospital serv
ices or extended care services, respectively, 
if the individual were an inpatient or resi
dent in a hospital or skilled nursing facility 
that was not such an institution. 

" (b) ELECTION.-
" (l) IN GENERAL.-An individual may make 

an election under this subsection in a form 
and manner specified by the Secretary con
sistent with this subsection. Unless other
wise provided, such an election shall take ef
fect immediately upon its execution. Such 
an election, once made, shall continue in ef
fect until revoked. 

" (2) FORM.-The election form under this 
subsection shall include the following: 

"(A) A statement, signed by the individual 
(or· such individual 's legal representative), 
that-

"(i) the individual is conscientiously op
posed to acceptance of nonexcepted medical 
treatment; and 

"(ii) the individual 's acceptance of non
excepted medical treatment would be incon
sistent with the individual' s sincere religious 
beliefs. 

"(B) A statement that the receipt of non
excepted medical services shall constitute a 
revocation of the election and may limit fur
ther receipt of services described in sub
section (a). 

"(3) REVOCATION.-An election under this 
subsection by an individual may be revoked 
in a form and manner specified by the Sec
retary and shall be deemed to be revoked if 
the individual receives medicare reimburs
able non-excepted medical treatment, re
gardless of whether or not benefits for such 
treatment are provided under this title. 

"(4) LIMI'fA'fION ON SUBSEQUENT ELEC
TIONS.-Once an individual's election under 
this subsection has been made and revoked 
twice-

"(A) the next election may not become ef
fective until the date that is 1 year after the 
date of most recent previous revocation, and 

"(B) any succeeding election may not be
come effective until the date that is 5 years 
after the date of the most recent previous 
revocation. 

"(5) EXCEPTED MEDICAL TREATMENT.-For 
purposes of this subsection: 

"(A) EXCEPTED MEDICAL TREATMENT.-The 
term 'excepted medical treatment' means 
medical care or treatment (including med
ical and other health services)-

"(i) for the setting of fractured bones, 
"(ii) received involuntarily, or 
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"(iii) required under Federal or State law 

or law of a political subdivision of a State. 
"(B) NON-EXCEPTED MEDICAL TREATMENT.

The term 'nonexcepted medical treatment' 
means medical care or treatment (including 
medical and other health services) other 
than excepted medical treatment. 

"(C) MONITORING AND SAFEGUARD AGAINST 
EXCESSIVE EXPENDITURES.-

"(!) ESTIMATE OF EXP.ENDITURES.-Before 
the beginning of each fiscal year (beginning 
with fiscal year 2000), the Secretary shall es
timate the level of expenditures under this 
part for services described in subsection 
(a)for that fiscal year. 

"(2) ADJUSTMENT IN PAYMENTS.-
"(A) PROPORTIONAL ADJUSTMENT.-If the 

Secretary determines that the level esti
mated under paragraph (1) for a fiscal year 
will exceed the trigger level (as defined in 
subparagraph (C)) for that fiscal year, the 
Secretary shall, subject to subparagraph (B), 
provide for such a proportional reduction in 
payment amounts under this part for serv
ices described in subsection (a) for the fiscal 
year involved as will assure that such level 
(taking into account any adjustment under 
subparagraph (B)) does not exceed the trig
ger level for that fiscal year. 

"(B) ALTERNATIVE ADJUSTMENTS.-The Sec
retary may, instead of making some or all of 
the reduction described in subparagraph (A), 
impose such other conditions or limitations 
with respect to the coverage of covered serv
ices (including limitations on new elections 
of coverage and new facilities) as may be ap
propriate to reduce the level of expenditures 
described in paragraph (1) to the trigger 
level. 

"(C) TRIGGER LEVEL.-For purposes of this 
subsection, subject to adjustment under 
paragraph (3)(B), the 'trigger level' for-

"(i) fiscal year 1998, is $20,000,000, or 
"(11) a succeeding fiscal year is the amount 

specified under this subparagraph for the 
previous fiscal year increased by the per
centage increase in the consumer price index 
for all urban consumers (all items; United 
States city average) for the 12-month period 
ending with July preceding the beginning of 
the fiscal year. 

"(D) PROHIBITION OF ADMINISTRATIVE AND 
JUDICIAL REVIEW.-There shall be no adminis
trative or judicial review under section 1869, 
1878, or otherwise of the estimation of ex
penditures under subparagraph (A) or the ap
plication of reduction amounts under sub
paragraph (B). 

"(E) EFFECT ON BILLING.-Notwithstanding 
any other provision of this title, in the case 
of a reduction in payment provided under 
this subsection for services of a religious 
nonmedical health care institution provided 
to an individual, the amount that the insti
tution is otherwise permitted to charge the 
individual for such services is increased by 
the amount of such reduction. 

"(3) MONITORING EXPENDITURE LEVEL.
"(A) IN GENERAL.-The Secretary shall 

monitor the expenditure level described in 
paragraph (2)(A) for each fiscal year (begin
ning with fiscal year 1999). 

"(B) ADJUSTMENT IN TRIGGER LEVEL.-If the 
Secretary determines that such level for a 
fiscal year exceeded, or was less than, the 
trigger level for that fiscal year, then the 
trigger level for the succeeding fiscal year 
shall be reduced, or increased, respectively, 
by the amount of such excess or deficit. 

"(d) SUNSET.-If the Secretary determines 
that the level of expenditures described in 
subsection (c)(l) for 3 consecutive fiscal 
years (with the first such year being not ear
lier than fiscal year 2002) exceeds the trigger 

level for such expenditures for such years (as 
determined under subsection (c)(2)). benefits 
shall be paid under this part for services de
scribed in subsection (a) and furnished on or 
after the first January 1 that occurs after 
such 3 consecutive years only with respect to 
an individual who has an election in effect 
under subsection (b) as of such January 1 and 
only during the duration of such election. 

"(e) ANNUAL REPORT.-At the beginning of 
each fiscal year (beginning with fiscal year 
1999), the Secreta,ry shall submit to the Com
mittees on Ways and Means of the House of 
Representatives and the Committee on Fi
nance of the Senate an annual report on cov
erage and expenditUres for services described 
in subsection (a) under this part and under 
State plans under title XIX. Such report 
shall include-

"(1) level of expenditures described in sub
section (c)(l) for the previous fiscal year and 
estimated for the fiscal year involved; 

"(2) trends in such level; and 
"(3) facts and circumstances of any signifi

cant change in such level from the level in 
previous fiscal years.". 

(b) MEDICAID.-
(!) The third sentence of section 1902(a) of 

such Act (42 U.S.C. 1396a(a)) is amended by 
striking all that follows "shall not apply" 
and inserting ''to a religious nonmedical 
health care institution (as defined in section 
1861(rr)(l)).". 

(2) Section 1908(e)(l) of such Act (42 U.S.C. 
1396g-l(e)(l)) is amended by striking all that 
follows " does not include" and inserting "a 
religious nonmedical health care institution 
(as defined in section 1861(rr)(l)).". 

(c) CONFORMING AMENDMENTS.-
(1) Section 1122(h) of such Act (42 U.S.C. 

1320a-l(h)) is amended by striking all that 
follows · 'shall not apply to" and inserting "a 
religious nonmedical health care institution 
(as defined in section 1861(rr)(l)). ". 

(2) Section 1162 of such Act (42 U.S.C. 1320c-
11) is amended-

(A) by amending the heading to read as fol
lows: 

"EXEMPTIONS FOR RELIGIOUS NONMEDICAL 
HEALTH CARE INSTITUTIONS"; and 

(B) by striking all that follows "shall not 
apply with respect to a" and inserting "reli
gious nonmedical health care institution (as 
defined in section 1861(rr)(l)).". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on the 
date of the enactment of this Act and shall 
apply to i terns and services furnished on or 
after such date . By not later than July 1, 
1998, the Secretary of Health and Human 
Services shall first issue regulations to carry 
out such amendments. Such regulations may 
be issued so they are effective on an interim 
basis pending notice and opportunity for 
public comment. For periods before the ef
fective date of such regulations, such regula
tions shall recognize elections entered into 
in good faith in order to comply with the re
quirements of section 1821(b) of the Social 
Security Act. 

CHAPTER 5-PAYMENTS FOR HOSPICE 
SERVICES 

SEC. 5481. PAYMENT FOR HOME HOSPICE CARE 
BASED ON LOCATION WHERE CARE 
IS FURNISHED. 

(a) IN GENERAL.-Section 1814(i)(2) (42 
U.S.C. 1395f(i)(2)) is amended by adding at 
the end the following: 

"(D) A hospice program shall submit 
claims for payment for hospice care fur
nished in an individual's home under this 
title only on the basis of the geographic lo
cation at which the service is furnished, as 
determined by the Secretary.". 

(b) Eli'FECTIVE DATE.-The amendment 
made by subsection (a) applies to cost re
porting periods beginning on or after October 
1, 1997. 
SEC. 5482. HOSPICE CARE BENEFITS PERIODS. 

(a) RESTRUCTURING OF BENEFIT PERIOD.
Section 1812 (42 U.S.C. 1395d) is amended in 
subsections (a)(4) and (d)(l), by striking", a 
subsequent period of 30 days, and a subse
quent extension period" and inserting "and 
an unlimited number of subsequent periods 
of 60 days each''. 

(b) CONFORMING AMENDMENTS.-(1) Section 
1812 (42 U.S.C. 1395d) is amended in sub
section (d)(2)(B) by striking "90- or 30-day pe
riod or a subsequent extension period" and 
inserting "90-day period or a subsequent 60-
day period". 

(2) Section 1814(a)(7)(A) ( 42 U .S.C. 
1395f(a)(7)(A)) is amended-

(A) in clause (i), by inserting " and" at the 
end; 

(B) in clause (ii)-
(i) by striking "30-day" and inserting "60-

day"; and 
(ii) by striking ", and" at the end and in

serting a period; and 
(C) by striking clause (iii). 

SEC. 5483. OTHER ITEMS AND SERVICES IN
CLUDED IN HOSPICE CARE. 

Section 1861(dd)(l) (42 U.S.C. 1395x(dd)(l)) is 
amended-

(1) in subparagraph (G), by striking "and" 
at the end; 

(2) in subparagraph (H), by striking the pe
riod at the end and inserting " , and"; and 

(3) by inserting after subparagraph (H) the 
following: 

"(I) any other item or service which is 
specified in the plan and for which payment 
may otherwise be made under this title.". 
SEC. 5484. CONTRACTING WITH INDEPENDENT 

PHYSICIANS OR PHYSICIAN GROUPS 
FOR HOSPICE CARE SERVICES PER
MITTED. 

Section 1861(dd)(2) (42 U.S.C. 1395x(dd)(2)) is 
amended-

(1) in subparagraph (A)(ii)(I), by striking 
"(F),"; and 

(2) in subparagraph (B)(i), by inserting "or, 
in the case of a physician described in sub
clause (I), under contract with" after "em
ployed by". 
SEC. 5485. WAIVER OF CERTAIN STAFFING RE

QUIREMENTS FOR HOSPICE CARE 
PROGRAMS IN NON-URBANIZED 
AREAS. 

Section 1861(dd)(5) (42 U.S.C. 1395x(dd)(5)) is 
amended-

(1) in subparagraph (B), by inserting "or 
(C)" after "subparagraph (A)" each place it 
appears; and 

(2) by adding at the end the following: 
"(C) The Secretary may waive the require

ments of paragraph clauses (i) and (ii) of 
paragraph (2)(A) for an agency or organiza
tion with respect to the services described in 
paragraph (l)(B) and, with respect to dietary 
counseling, paragraph (l)(H), if such agency 
or organlzation-

"(1) is located in an area which is not an 
urbanized area (as defined by the Bureau of 
the Census), and 

"(ii) demonstrates to the satisfaction of 
the Secretary that the agency or organiza
tion has been unable, despite diligent efforts, 
to recruit appropriate personnel." . 
SEC. 5486. LIMITATION ON LIABILITY OF BENE

FICIARIES FOR CERTAIN HOSPICE 
COVERAGE DENIALS. 

Section 1879 (42 U.S.C. 1395pp) is amended
(1) in subsection (a), in the matter fol

lowing paragraph (2), by inserting "and ex
cept as provided in subsection (1)," after "to 
the extent permitted by this title,"; 
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(2) in subsection (g)-
(A) by redesignating paragraphs (1) and (2) 

as subparagraphs (A) and (B), respectively, 
and indenting such subparagraphs appro
priately; 

(B) by striking "is," and inserting "is-"; 
(C) by making the remaining text of sub

section (g) (as amended) that follows "is-" a 
new paragraph (1) and indenting that para
graph appropriately; 

(D) by striking the period at the end and 
inserting"; and"; and 

(E) by adding at the end the following: 
"(2) with respect to the provision of hos

pice care to an individual, a determination 
that the individual is not terminally ill."; 
and 

(3) by adding at the end the following: 
" (i) In any case involving a coverage denial 

with respect to hospice care described in sub
section (g)(2), only the individual that re
ceived such care shall, notwithstanding such 
determination, be indemnified for any pay
ments that the individual made to a provider 
or other person for such care that would, but 
for such denial, otherwise be paid to the indi
vidual under part A or B of this title.". 
SEC. 5487. EXTENDING THE PERIOD FOR PHYSI· 

CIAN CERTIFICATION OF AN INDI
VIDUAL'S TERMINAL ILLNESS. 

Section 1814(a)(7)(A)(1) (42 U.S.C. 
1395f(a)(7)(A)(i)) is amended, in the matter 
following subclause (II), by striking ", not 
later than 2 days after hospice care is initi
ated (or, if each certify verbally not later 
than 2 days after hospice care is initiated, 
not later than 8 days after such care is initi
ated)" and inserting "at the beginning of the 
period''. 
SEC. 5488. EFFECTIVE DATE. 

Except as otherwise provided in this chap
ter, the amendments made by this chapter 
apply to benefits provided on or after the 
date of the enactment of this chapter, re
gardless of whether or not an individual has 
made an election under section 1812(d) of the 
Social Security Act (42 U.S.C. 1395d(d)) be
fore such date. 

Subtitle G-Provisions Relating to Part B 
Only 

CHAPTER I-PAYMENTS FOR PHYSICIANS 
AND OTHER HEALTH CARE PROVIDERS 

SEC. 5501. ESTABLISHMENT OF SINGLE CONVER· 
SION FACTOR FOR 1998. 

(a) IN GENERAL.-Section 1848(d)(l) (42 
U.S.C. 1395w-4(d)(l)) is amended to read as 
follows: 

"(l) ESTABLISHMENT.-
"(A) IN GENERAL.-The conversion factor 

for each year shall be the conversion factor 
established under this subsection for the pre
vious year, adjusted by the update estab
lished under paragraph (3) for the year in
volved. 

" (B) SPECIAL RULE FOR 1998.-The single 
conversion factor for 1998 shall be the con
version factor for primary care services for 
1997, increased by the Secretary's estimate of 
the weighted average of the 3 separate up
dates that would otherwise occur but for the 
enactment of chapter 1 of subtitle G of title 
V of the Balanced Budget Act of 1997. 

" (C) PUBLICATION.-The Secretary shall, 
during the last 15 days of October of each 
year, publish the conversion factor which 
will apply to physicians' services for the fol
lowing year and the update determined 
under paragraph (3) for such year." 

(b) CONFORMING AMENDMENT.-Section 
1848(i)(l)(C) (42 U.S.C. 1395w-4(i)(l)(C)) is 
amended by striking " conversion factors" 
and inserting "the conversion factor". 

SEC. 5502. ESTABLISHING UPDATE TO CONVER
SION FACTOR TO MATCH SPENDING 
UNDER SUSTAINABLE GROWTH 
RATE. 

(a) UPDATE.-
(1) IN GENERAL.- Section 1848(d)(3) (42 

U.S.C. 1395w-4(d)(3)) is amended to read as 
follows: 

" (3) UPDATE.-
" (A) IN GENERAL.-Unless otherwise pro

vided by law, subject to subparagraph (D) 
and the budget-neutrality factor determined 
by the Secretary under subsection 
(c)(2)(B)(ii), the update to the single conver
sion factor established in paragraph (l)(B) 
for a year beginning with 1999 is equal to the 
product of-

"(i) 1 plus the Secretary's estimate of the 
percentage increase in the MEI (as defined in 
section 1842(i)(3)) for the year (divided by 
100), and 

" (ii) 1 plus the Secretary 's estimate of the 
update adjustment factor for the year (di
vided by 100), 
minus 1 and multiplied by 100. 

"(B) UPDATE ADJUSTMENT FACTOR.-For 
purposes of subparagraph (A)(ii), the 'update 
adjustment factor' for a year is equal to the 
quotient (as estimated by the Secretary) of-

" (i) the difference between (I) the sum of 
the allowed expenditures for physicians ' 
services (as determined under subparagraph 
(C)) for the period beginning July 1, 1997, and 
ending on June 30 of the year involved, and 
(II) the amount of actual expenditures for 
physicians' services furnished during the pe
riod beginning July 1, 1997, and ending on 
June 30 of the preceding year; divided by 

"(ii) the actual expenditures for physi
cians' services for the 12-month period end
ing on June 30 of the preceding year, in
creased by the sustainable growth rate under 
subsection (f) for the fiscal year which begins 
during such 12-month period. 

"(C) DETERMINATION OF ALLOWED EXPENDI
'l'URES.- For purposes of this paragraph, the 
allowed expenditures for physicians' services 
for the 12-month period ending with June 30 
of-

" (i) 1997 is equal to the actual expenditures 
for physicians' services furnished during 
such 12-month period, as estimated by the 
Secretary; or 

" (ii) a subsequent year is equal to the al
lowed expenditures for physicians' services 
for the previous year, increased by the sus
tainable growth rate under subsection (f) for 
the fiscal year which begins during such 12-
month period. 

" (D) RESTRICTION ON VARIATION FROM MEDI
CARE ECONOMIC INDEX.- Notwithstanding the 
amount of the update adjustment factor de
termined under subparagraph (B) for a year, 
the update in the conversion factor under 
this paragraph for the year may not be-

"(i) greater than 100 times the following 
amount: (1.03 + (MEI percentage/100)) -1; or 

" (ii) less than 100 times the following 
amount: (0.93 +(MEI percentage/100)) -1, 
where 'MEI percentage ' means the Sec
retary's estimate of the percentage increase 
in the MEI (as defined in section 1842(i)(3)) 
for the year involved. " . 

(b) ELIMINATION OF REPORT.-Section 
1848(d) (42 U.S.C. 1395w-4(d)) is amended by 
striking paragraph (2). 

(c) EFFECTIVE DATE.- The amendments 
made by this section shall apply to the up
date for years beginning with 1999. 
SEC. 5503. REPLACEMENT OF VOLUME PERFORM

ANCE STANDARD WIIB SUSTAIN· 
ABLE GROWTH RATE. 

(a) IN GENERAL.-Section 1848([) (42 U.S.C. 
1395w-4(f)) is amended by striking para-

graphs (2) through (5) and inserting the fol
lowing: 

" (2) SPECIFICATION OF GROWTH RATE.-The 
sustainable growth rate for all physicians' 
services for a fiscal year (beginning with fis
cal year 1998) shall be equal to the product 
of-

" (A) 1 plus the Secretary's estimate of the 
weighted average percentage increase (di
vided by 100) in the fees for all physicians' 
services in the fiscal year involved, 

" (B) .1 plus the Secretary's estimate of the 
percentage change (divided by 100) in the av
erage number of individuals enrolled under 
this part (other than Medicare Choice plan 
enrollees) from the previous fiscal year to 
the fiscal year involved, 

" (C) 1 plus the Secretary's estimate of the 
projected percentage growth in real gross do
mestic product per capita (divided by 100) 
from the previous fiscal year to the fiscal 
year involved, and 

" (D) 1 plus the Secretary's estimate of the 
percentage change (divided by 100) in expend
itures for all physicians' services in the fis
cal year (compared with the previous fiscal 
year) which will result from changes in law 
and regulations, determined without taking 
into account estimated changes in expendi
tures due to changes in the volume and in
tensity of physicians' services resulting from 
changes in the update to the conversion fac
tor under subsection (d)(3), 
minus 1 and multiplied by 100. 

"(3) DEFINITIONS.- In this subsection: 
"(A) SERVICES INCLUDED IN PHYSICIANS' 

SERVICES.-The term 'physicians' services' 
includes other items and services (such as 
clinical diagnostic laboratory tests and radi
ology services), specified by the Secretary, 
that are commonly performed or furnished 
by a physician or in a physician's office, but 
does not include services furnished to a 
Medicare Choice plan enrollee. 

" (B) MEDICARE CHOICE PLAN ENROLLEE.
The term 'Medicare Choice plan enrollee ' 
means, with respect to a fiscal year, an indi
vidual enrolled under this part who has 
elected to receive benefits under this title 
for the fiscal year through a Medicare Choice 
plan offered under part C, and 'also includes 
an individual who is receiving benefits under 
this part through enrollment with an eligible 
organization with a risk-sharing contract 
under section 1876. " . 

(b) CONFORMING AMENDMENTS.-So much of 
section 1848([) (42 U.S.C. 1395w-4(f)) as pre
cedes paragraph (2) is amended to read as fol
lows: 

" (f) SUSTAINABLE GROWTH RATE.-
" (l) PUBLICATION.-The Secretary shall 

cause to have published in the Federal Reg
ister the sustainable growth rate for each 
fiscal year beginning with fiscal year 1998. 
Such publication shall occur in the last 15 
days of October of the year in which the fis
cal year begins, except that such rate for fis
cal year 1998 shall be published not later 
than January 1, 1998." 
SEC. 5504. PAYMENT RULES FOR ANESTHESIA 

SERVICES. 
(a) IN GENERAL.- Section 1848(d)(l) (42 

U.S.C. 1395w-4(d)(l)), as amended by section 
5501, is amended- . 

(A) in subparagraph (B), striking " The sin
gle" and inserting " Except as provided in 
subparagraph (C), the single" ; 

(B) by redesignating subparagraph (C) as 
subparagraph (D); and 

(C) by inserting after subparagraph (B) the 
following new subparagraph: 

" (C) SPECIAL RULES FOR ANESTHESIA SERV
ICES.-The separate conversion factor for an
esthesia services for a year shall be equal to 
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46 percent of the single conversion factor es
tablished for other physicians' services, ex
cept as adjusted for changes in work, prac
tice expense, or malpractice relative value 
units.". 

(b) CLASSIFICATION OF ANES'fHESIA SERV
ICES.-The first sentence of section 1848(j)(l) 
(42 U.S.C. 1395w---4(j)(l)) is amended-

(1) by striking " and including anesthesia 
services''; and 

(2) by inserting before the period the fol
lowing: "(including anesthesia services)". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished on or after January 1, 1998. 
SEC. 5505. IMPLEMENTATION OF RESOURCE· 

BASED PHYSICIAN PRACTICE EX· 
PENSE. 

(a) ADJUSTMENTS TO RELATIVE VALUE 
UNITS FOR 1998.-Section 1848(c)(2) (42 u.s.c. 
1395w---4(c)(2)) is amended by adding at the 
end the following new subparagraph: 

"(G) ADJUSTMENTS IN RELATIVE VALUE 
UNITS FOR 1998.-

"(i) IN GENERAL.-The Secretary shall
"(!) reduce the practice expense relative 

value units applied to any services described 
in clause (ii) furnished in 1998 to a number 
equal to 110 percent of the number of work 
relative value units, and 

"(II) increase the practice expense relative 
value units for primary care services pro
vided in an office setting during 1998 by a 
uniform percentage which the Secretary es
timates will result in an aggregate increase 
in payments for such services equal to the 
aggregate decrease in payments by reason of 
subclause (1). 

"(ii) SERVICES COVERED.-For purposes of 
clause (i), the services described in this 
clause are physicians' services that are not 
described in clause (iii) and for which-

"(!) there are work relative value units, 
and 

"(II) the number of practice expense rel
ative value units (determined for 1998) ex
ceeds 110 percent of the number of work rel
ative value units (determined for such year). 

"(iii) EXCLUDED SERVICES.-For purposes of 
clause (ii), the services described in this 
clause are services which the Secretary de
termines at least 75 percent of which are pro
vided under this title in an office setting." 

(b) PHASED-IN lMPLEMENTATION.- Section 
1848(c)(2) (42 U.S.C. 1395w---4(c)(2)), as amended 
by subsection (a), is amended-

(1) in subparagraph (C)(ii), in the matter 
following subclause (II), by inserting ", to 
the extent provided under subparagraph 
(H)," after " based", and 

(2) by adding at the end the following new 
subparagraph: 

"(H) TRANSITIONAL RULE FOR RESOURCE
BASED PRACTICE EXPENSE UNITS.-ln applying 
subparagraph (C)(ii) for 1998, 1999, 2000, and 
any subsequent year, the number of units 
under such subparagraph shall be based 75 
percent, 50 percent, 25 percent, and 0 percent, 
respectively, on the practice expense relative 
value units in effect in 1997 (or the Sec
retary's imputation of such units for new or 
revised codes) and the remainder on the rel
ative value expense resources involved in 
furnishing the service." 

(C) REVIEW BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall review and evaluate the pro
posed rule on resource-based methodology 
for practice expenses issued by the Health 
Care Financing Administration. The Comp
troller General shall, within 6 months of the 
date of the enactment of this Act, report to 
the Committee on Ways and Means of the 
House of Representatives and the Committee 

on Finance of the Senate the results of its 
evaluation, including an analysis of-

(1) the adequacy of the data used in pre
paring the rule, 

(2) categories of allowable costs, 
(3) methods for allocating direct and indi

rect expenses, 
(4) the potential impact of the rule on ben

eficiary access to services, and 
(5) any other matters related to the appro

priateness of resource-based methodology for 
practice expenses. 
The Comptroller General shall consult with 
representatives of physicians' organizations 
with respect to matters of both data and 
methodology. 

(d) CONSULTATION.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services shall assemble a group 
of physicians with expertise in both surgical 
and nonsurgical areas (including primary 
care physicians and academics), accounting 
experts, and the chair of the Prospective 
Payment Review Commission (or its suc
cessor) to solicit their individual views on 
whether sufficient data exist to allow the 
Health Care Financing Administration to 
proceed with implementation of the rule de
scribed in subsection (c). After hearing the 
views of individual members of the group, 
the Secretary shall· determine whether suffi
cient data exists to proceed with practice ex
pense relative value determination and shall 
report on such views of the individual mem
bers to the committees described in sub
section (c), including any recommendations 
for modifying such rule. 

(2) AcTION.-If the Secretary determines 
under paragraph (1) that insufficient data ex
ists or that the rule described in subsection 
(c) needs to be revised, the Secretary shall 
provide for additional data collection and 
such other actions to correct any defi
ciencies. 

(e) EFFECTIVE DATE.- The amendments 
made by this section shall apply to years be
ginning on and after January 1, 1998. 
SEC. 5506. INCREASED MEDICARE REIMBURSE· 

MENT FOR NURSE PRACTITIONERS 
AND CLINICAL NURSE SPECIALISTS. 

(a) R EMOVAL OF RESTRICTIONS ON SET-
TINGS.-

(1) IN GENERAL.-Clause (ii) of section 
1861(s)(2)(K) (42 U.S.C. 1395x(s)(2)(K)) is 
amended to read as follows: 

"(ii) services which would be physicians' 
services if furnished by a physician (as de
fined in subsection (r)(l)) and which are per
formed by a nurse practitioner or clinical 
nurse specialist (as defined in subsection 
(aa)(5)) working in collaboration (as defined 
in subsection (aa)(6)) with a physician (as de
fined in subsection (r)(l)) which the nurse 
practitioner or clinical nurse specialist is le
gally authorized to perform by the State in 
which the services are performed, and such 
services and supplies furnished as an inci
dent to such services as would be covered 
under subparagraph (A) if furnished incident 
to a physician's professional service, but 
only if no facility or other provider charges 
or is paid any amounts with respect to the 
furnishing of such services;". 

(2) CONFORMING AMENDMEN'l'S.-(A) Section 
1861(s)(2)(K) of such Act (42 U.S.C. 
1395x(s)(2)(K)) is further amended-

(i) in clause (i), by inserting "and such 
services and supplies furnished as incident to 
such services as would be covered under sub
paragraph (A) if furnished incident to a phy
sician's professional service; and" after "are 
performed,"; and 

(ii) by striking clauses (iii) and (iv). 
(B) Section 1861(b)(4) (42 U.S.C. 1395x(b)(4)) 

is amended by striking "clauses (i) or (iii) of 

subsection (s)(2)(K)" and inserting "sub
section (s)(2)(K)". 

(C) Section 1862(;:t)(14) (42 U.S.C. 
1395y(a)(14)) is amended by striking "section 
1861(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and in
serting ''section 1861(s)(2)(K)' '. 

(D) Section 1866(a)(l)(H) (42 U.S.C. 
1395cc(a)(l)(H)) is amended by striking " sec
tion 1861(s)(2)(K)(i) or 1861(s)(2)(K)(iii)" and 
inserting "section 1861(s)(2)(K)". 

(E) Section 1888(e)(2)(A)(ii) (42 U.S.C. 
1395yy(e)(2)(A)(ii)), as added by section 
5301(a), is amended by striking "through 
(iii) " and inserting " and (ii)". 

(b) INCREASED PAYMENT.-
(1) FEE SCHEDULE AMOUNT.- Clause (0) of 

section 1833(a)(l) (42 U.S.C. 1395l(a)(l)) ls 
amended to read as follows: "(0) with respect 
to services described in section 
1861(s)(2)(K)(ii) (relating to nurse practi
tioner or clinical nurse specialist services), 
the amounts paid shall be equal to 80 percent 
of (i) the lesser of the actual charge or 85 
percent of the fee schedule amount provided 
under section 1848, or (ii) in the case of serv
ices as an assistant at surgery, the lesser of 
the actual charge or 85 percent of the 
amount that would otherwise be recognized 
if performed by a physician who is serving as 
an assistant at surgery; and". 

(2) CONFORMING AMENDMENTS.-(A) Section 
1833(r) (42 U.S.C. 1395l(r)) is amended-

(i) in paragraph (1), by striking "section 
1861(s)(2)(K)(iii) (relating to nurse practi
tioner or clinical nurse specialist services 
provided in a rural area)" and inserting "sec
tion 1861(s)(2)(K)(ii) (relating to nurse practi
tioner or clinical nurse specialist services)"; 

(ii) by striking paragraph (2); 
(iii) in paragraph (3), by striking "section 

1861(s)(2)(K)(iii)" and inserting "section 
1861(s)(2)(K)(ii)"; and 

(iv) by redesignating paragraph (3) as para
graph (2) . 

(B) Section 1842(b)(12)(A) (42 U.S.C. 
1395u(b)(12)(A)) is amended, in the matter 
preceding clause (1), by striking "clauses (i), 
(ii), or (iv) of section 1861(s)(2)(K) (relating to 
a physician assistants and nurse practi
tioners)" and inserting "section 
1861(s)(2)(K)(i) (relating to physician assist
ants)". 

(c) DIRECT PAYMENT FOR NURSE PRACTI
TIONERS AND CLINICAL NURSE SPECIALISTS.-

(1) IN GENERAL.-Sectlon 1832(a)(2)(B)(iv) 
(42 U.S.C. 1395k(a)(2)(B)(iv)) is amended by 
striking "provided in a rural area (as defined 
in section 1886(d)(2)(D))" and inserting " but 
only if no facility or other provider charges 
or is paid any amounts with respect to the 
furnishing of such services". 

(2) CONFORMING AMENDMENT .-Section 
1842(b)(6)(C) (42 U.S.C. 1395u(b)(6)(C)) is 
amended-

(A) by striking "clauses (i), (ii), or (iv)" 
and inserting " clause (i)"; and 

(B) by striking " or nurse practitioner". 
( d) DEFINITION OF CLINICAL NURSE SPE

CIALIS'f CLARIFIED.-Section 1861(aa)(5) (42 
U.S.C. 1395x(aa)(5)) is amended-

(1) by inserting "(A)" after "(5)"; 
(2) by striking "The term 'physician assist

ant'" and all that follows through " who per
forms" and inserting "The term 'physician 
assistant' and the term 'nurse practitioner' 
mean, for purposes of this title , a physician 
assistant or nurse practitioner who per
forms"; and 

(3) by adding at the end the following new 
subparagraph: 

"(B) The term 'clinical nurse specialist' 
means, for purposes of this title, an indi
vidual who-

' '(i) is a registered nurse and is licensed to 
practice nursing in the State in which the 
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clinical nurse specialist services are per
formed ; and 

"(ii) holds a master's degree in a defined 
clinical area of nursing from an accredited 
educational institution.". 

(e) EFFECTIVE DATE.- The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 5507. INCREASED MEDICARE REIMBURSE

MENT FOR PHYSICIAN ASSISTANTS. 
(a) REMOVAL OF RESTRICTION ON SET

TINGS.-Section 1861(s)(2)(K)(i) (42 u.s.c. 
1395x(s)(2)(K)(i)), as amended by the section 
5506, is amended-

(1) by striking " (I) in a hospital" and all 
that follows through "shortage area,", and 

(2) by adding at the end the following: " but 
only if no facility or other provider charges 
or is paid any amounts with respect to the 
furnishing of such services,". 

(b) INCREASED PAYMENT.- Paragraph (12) of 
section 1842(b) (42 U.S.C. 1395u(b)), as amend
ed by section 5506(b)(2)(B), is amended to 
read as follows : 

"(12) With respect to services described in 
section 1861(s)(2)(K)(i)-

"(A) payment under this part may only be 
made on an assignment-related basis; and 

"CB) the amounts paid under this part shall 
be equal to 80 percent of (i) the lesser of the 
actual charge or 85 percent of the fee sched
ule amount provided under section 1848 for 
the same service provided by a physician 
who is not a specialist; or (ii) in the case of 
services as an assistant at surgery, the lesser 
of the actual charge or 85 percent of the 
amount that would otherwise be recognized 
if performed by a physician who is serving as 
an assistant at surgery.". 

(c) REMOVAL OF RESTRIC'l'ION ON EMPLOY
MENT RELATIONSHIP.-Section 1842(b)(6) (42 
U.S.C. 1395u(b)(6)) is amended by adding at 
the end the following new sentence: " For 
purposes of clause (C) of the first sentence of 
this paragraph, an employment relationship 
may include any independent contractor ar
rangement, and employer status shall be de
termined in accordance with the law of the 
State in which the services described in such 
clause are performed.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply with respect 
to services furnished and supplies provided 
on and after January 1, 1998. 
SEC. 5508. CHffiOPRACTIC SERVICES COVERAGE 

DEMONSTRATION PROJECT. 
(a) DEMONSTRATION.-The Secretary of 

Health and Human Services (in this section 
referred to as the " Secretary") shall conduct 
demonstration projects, for a period of 2 
years, to begin not later than 1 year after 
the date of enactment of this Act, for the 
purpose of evaluating methods under which 
access to chiropractic services by individuals 
entitled to benefits under part A of title 
XVIII of the Social Security Act (42 U.S.C. 
1395c et seq.) and enrolled under part B of 
such title (42 U.S.C. 1395j et seq.) (in this sec
tion referred to as " medicare beneficiaries") 
would be provided, on a cost effective basis, 
as a benefit to medicare beneficiaries. 

(b) ELEMENTS OF THE DEMONSTRATION 
PROJECT.-A demonstration project con
ducted under this section shall include the 
evaluation of the following elements: 

(1) The effect on the medicare program of 
allowing chiropractors to order x-rays and to 
receive payment under the medicare pro
gram for providing such x-rays. 

(2) The effect on the medicare program of 
eliminating the requirement for an x-ray 
under section 1861(r)(5) of such Act (42 U.S.C. 
1395x(r)(5)). 

(3) The effect on the medicare program of 
allowing chiropractors, within the scope of 
their licensure, to provide physicians' serv
ices (as defined in section 1861(q) of the So
cial Security Act (42 U.S.C. 1395x(q))) to 
medicare beneficiaries. 

(4) The cost effectiveness of allowing a 
medicare beneficiary who is enrolled with an 
eligible organization under section 1876 of 
the Social Security Act (42 U.S.C. 1395mm) or 
with a Medicare Choice organization under 
part C of such Act to have direct access to 
chiropractors. 
In this section, the term " direct access" 
means allowing a medicare beneficiary to go 
directly to a chiropractor affiliated with the 
organizations referred to in paragraph (4) 
without prior approval from a physician 
(other than another chiropractor) or other 
entity. 

(c) CONDUCT OF THE DEMONSTRATION 
PROJECT.-

(1) PROJECT LOCATIONS.-A demonstration 
project (that includes each element under 
subsection (b)) shall be conducted in-

(A) 3 or more rural areas (as defined in sec
tion 1886(d)(2)(D) of the Social Security Act 
(42 U.S.C. 1395ww(d)(2)(D))); 

(B) 3 or more urban areas (as defined in 
such section); and 

(C) 3 or more areas having a shortage of 
primary medical care professionals (as de
signed under section 332 of the Public Health 
Service Act (42 U.S.C. 254e)). 

(2) CONSULTATION.-For the design and con
duct of the demonstration project, the Sec
retary shall consult, on a ongoing basis, with 
chiropractors, organizations representing 
chiropractors, and representatives of medi
care beneficiary consumer groups. 

(3) DIRECT ACCESS ELEMENT.-
(A) IN GENERAL.-The Secretary shall study 

the element to be evaluated under subsection 
(b)(4) by involving at least 10 eligible organi
zations under section 1876 of the Social Secu
rity Act (42 U.S.C. 1395mm) or Medicare 
Choice organizations under part C of such 
title that have voluntarily elected to partici
pate in the demonstration project. 

(B) PAYMENT.-The Secretary shall provide 
a small incentive payment to each such or
ganization participating in the demonstra
tion project. 

(C) F ULL SCOPE OF SERVICES.-Any such or
ganization may allow chiropractors to prac
tice the full scope of services for which they 
are licensed by the State in which those 
services are furnished, as if those services 
were both a covered benefit under the medi
care program and included in such organiza
tion's contract under title XVIII of the So
cial Security Act (42 U.S.C. 1395 et seq.). The 
Secretary shall agree to as many of such pro
posals as possible, giving due regard for the 
overall design of the demonstration project. 

(d) EVALUATION.-The Secretary shall 
evaluate the demonstration projects, taking 
into account the differences in' demonstra
tion project locations, in order to deter
mine-

(1) whether medicare beneficiaries who re
ceive chiropractic services use a lesser over
all amount of items and services under the 
medicare program than medicare bene
ficiaries who do not receive chiropractic 
services; 

(2) the overall cost effects on medicare pro
gram spending of the increased access of 
medicare beneficiaries to chiropractors; 

(3) beneficiary satisfaction with chiro
practic services, including quality of care; 
and 

(4) such other matters as the Secretary 
deems appropriate. 

(e) REPORT TO CONGRESS.-
(1) PRELIMINARY REPORT.-Not later than 2 

years after the date of enactment of this 
Act, the Secretary shall submit a prelimi
nary report to the Committee on Ways and 
Means and the Committee on Commerce of 
the House of Representatives and to the 
Committee on Finance of the Senate on the 
progress made in the demonstration pro-
grams, including- · 

(A) a description of the locations in which 
the demonstration projects under this sec
tion are being conducted; and 

(B) the chiropractic services being fur
nished in each location. 

(2) FINAL REPORT.-
(A) IN GENERAL.-Not later than January 1, 

2001, the Secretary shall submit a final re
port on the demonstration project to the 
committees described in paragraph (1). 

(B) CONTENTS.-The report submitted 
under subparagraph (A) shall include a sum
mary of the evaluation prepared under sub
section (d) and recommendations for appro
priate legislative changes. 

(C) RECOMMENDED LEGISLATION.-The legis
lative recommendations described in sub
paragraph (B) shall include ·a legislative 
draft of specific amendments to the Social 
Security Act that authorize payment under 
the medicare program for elements described 
in subsection (b) that the Secretary deter
mines to be cost effective, based on the re
sults of the demonstration projects. 

(D FUNDING.-
(1) IN GENERAL.- The Secretary shall pro

vide for the transfer from the Federal Sup
plementary Insurance Trust Fund under title 
XVIII of the Social Security Act (42 U.S.C. 
1395t) such funds as the Secretary deter
mines to be necessary for the costs of car
rying out the demonstration projects under 
this section. 

(2) PAYMENTS OF AMOUNTS.-Grants and 
payments under contracts for purposes of the 
demonstration project may be made either 
in advance or by reimbursement, as deter
mined by the Secretary, and shall be made in 
such installments and on such conditions as 
the Secretary finds necessary to carry out 
the purpose of this section. 

(g) WAIVER AUTHORITY.- The Secretary 
shall waive compliance with the require
ments of titles XI, XVIII, and XIX of the So
cial Security Act (42 U.S.C. 1301 et seq., 1395 
et seq., 1396 et seq.) to such extent and for 
such period as the Secretary determines is 
necessary to conduct demonstration projects 
under this section. 

(h) IMPLEMENTING EXPANDED COVERAGE OF 
CHIROPRACTIC SERVICES.-As soon as possible 
after the submission of a final report under 
subsection (e), the Secretary shall issue reg
ulations to implement, on a permanent 
basis, the elements of the demonstration 
project that are cost effective for the medi
care program. 

CHAPTER2-0THERPAYMENT 
PROVISIONS 

SEC. 5521. REDUCTION IN UPDATES TO PAYMENT 
AMOUNTS FOR CLINICAL DIAG
NOSTIC LABORATORY TESTS; STUDY 
ON LABORATORY SERVICES. 

(a) CHANGE IN UPDATE.- Section 
1833(h)(2)(A)(ii) (42 U.S.C. 1395l(h)(2)(A)(ii) ) is 
amended by striking "and" at the end of sub
clause (III), by striking the period at the end 
of subclause (IV) and inserting ", and", and 
by adding at the end the following: 

"(V) the annual adjustment in the fee 
schedules determined under clause (i) for 
each of the years 1998 through 2002 shall be 
reduced (but not below zero) by 2.0 percent-
age points." · 
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(b) LOWERING CAP ON PAYMENT AMOUNTS.

Section 1833(h)(4)(B) (42 U.S.C. 1395l(h)(4)(B)) 
is amended-

(1) in clause (vi), by striking "and" at the 
end; 

(2) in clause (vii)-
(A) by inserting " and before January 1, 

1998," after "1995,", and 
(B) by striking the period at the end and 

inserting " , and"; and 
(3) by adding at the end the following new 

clause: 
"(viii) after December 31, 1997, is equal to 

74 percent of such median.". 
(C) STUDY AND REPORT ON CLINICAL LABORA

TORY SERVICES.-
(1) IN GENERAL.-The Secretary shall re

quest the Institute of Medicine of the Na
tional Academy of Sciences to conduct a 
study of payments under part B of title 
XVIII of the Social Security Act for clinical 
laboratory services. The study shall include 
a review of the adequacy of the current 
methodology and recommendations regard
ing alternative payment systems. The study 
shall also analyze and .discuss the relation
ship between such payment systems and ac
cess to high quality laboratory services for 
medicare beneficiaries, including avail
ability and access to new testing methodolo
gies. 

(2) REPORT TO CONGRESS.-The Secretary 
shall, not later than 2 years after the date of 
enactment of this section, report to the ap
propriate committees of Congress the results 
of the study described in paragraph (1), in
cluding any recommendations for legisla
tion. 
SEC. 5522. IMPROVEMENTS IN ADMINISTRATION 

OF LABORATORY SERVICES BEN· 
EFIT. 

(a) SELECTION OF REGIONAL CARRIERS.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services (in this section referred 
to as the "Secretary") shall-

(A) divide the United States into no more 
than 5 regions, and 

(B) designate a single carrier for each such 
region, 
for the purpose of payment of claims under 
part B of title XVIII of the Social Security 
Act with respect to clinical diagnostic lab
oratory services furnished on or after such 
date (not later than January 1, 1999) as the 
Secretary specifies. 

(2) DESIGNATION.-In designating such car
riers, the Secretary shall consider, among 
other criteria-

(A) a carrier's timeliness, quality, and ex
perience in claims processing, and 

(B) a carrier's capacity to conduct elec
tronic data interchange with laboratories 
and data matches with other carriers. 

(3) SINGLE DATA RESOURCE.- The Secretary 
shall select one of the designated carriers to 
serve as a central statistical resource for all 
claims information relating to such clinical 
diagnostic laboratory services handled by all 
the designated carriers under such part. 

(4) ALLOCATION OF CLAIMS.-The allocation 
of claims for clinical diagnostic laboratory 
services to particular designated carriers 
shall be based on whether a carrier serves 
the geographic area where the laboratory 
specimen was collected or other method 
specified by the Secretary. 

(5) TEMPORARY EXCEPTION.-Paragraph (1) 
shall not apply with respect to clinical diag
nostic laboratory services furnished by inde
pendent physician offices until such time as 
the Secretary determines that such offices 
would not be unduly burdened by the appli
cation of billing responsibilities with respect 
to more than one carrier. 

(b) ADOPTION OF UNIFORM POLICIES FOR 
CLINICAL LABORATORY BENEFITS.-

(1) IN GENERAL.-Not later than July 1, 
1998, the Secretary shall first adopt, con
sistent with paragraph (2), uniform coverage, 
adminis tration, and payment policies for 
clinical diagnostic laboratory tests under 
part B of title XVIII of the Social Security 
Act, using a negotiated rulemaking process 
under subchapter III of chapter 5 of title 5, 
United States Code. 

(2) CONSIDERATIONS IN DESIGN OF UNIFORM 
POLICIES.-The policies under paragraph (1) 
shall be designed to promote program integ
rity and unlformi ty and simplify administra
tive requirements with respect to clinical di
agnostic laboratory tests payable under such 
part in connection with the following: 

(A) Beneficiary information required to be 
submitted with each claim or order for lab
oratory services. 

(B) Physicians' obligations regarding docu
mentation requirements and recordkeeping. 

(C) Procedures for filing claims and for 
providing remittances by electronic media. 

(D) The documentation of medical neces
sity. 

(E) Limitation on frequency of coverage 
for the same tests performed on the same in
dividual. 

(3) CHANGES IN LABORATORY POLICIES PEND
ING ADOPTION OF UNIFORM POLICY.- During 
the period that begins on the date of the en
actment of this Act and ends on the date the 
Secretary first implements uniform policies 
pursuant to regulations promulgated under 
this subsection, a carrier under such part 
may implement changes relating to require
ments for the submission of a claim for clin
ical diagnostic laboratory tests. 

(4) USE OF INTERIM POLICIES.- After the 
date the Secretary first implements such 
uniform policies, the Secretary shall permit 
any carrier to develop and implement in
terim policies of the type described in para
graph (1), in accordance with guidelines es
tablished by the Secretary, in cases in which 
a uniform national policy has not been es
tablished under this subsection and there is 
a demonstrated need for a policy to respond 
to aberrant utilization or provision of unnec
essary services. Except as the Secretary spe
cifically permits, no policy shall be imple
mented under this paragraph for a period of 
longer than 2 years. 

(5) INTERIM NATIONAL GUIDELINES.-After 
the date the Secretary first designates re
gional carriers under subsection (a), the Sec
retary shall establish a process under which 
designated carriers can collectively develop 
and implement interim national guidelines 
of the type described in paragraph (1). No 
such policy shall be implemented under this 
paragraph for a period of longer than 2 years. 

(6) BIENNIAL REVIEW PROCESS.-Not less 
often than once every 2 years, the Secretary 
shall solicit and review comments regarding 
changes in the uniform policies established 
under this subsection. As part of such bien
nial review process, the Secretary shall spe
cifically review and consider whether to in
corporate or supersede interim, regional, or 
national policies developed under paragraph 
(4) or (5). Based upon such review, the Sec
retary may provide for appropriate changes 
in the uniform policies previously adopted 
under this subsection. 

(7) REQUIREMENT AND NOTICE.- The Sec
retary shall ensure that any guidelines 
adopted under paragraph (3), (4) , or (5) shall 
apply to all laboratory claims payable under 
part B of title XVIII of the Social Security 
Act, and shall provide for advance notice to 
interested parties and a 45-day period in 

which such parties may submit comments on 
the proposed change. 

(C) INCLUSION OF LABORATORY REPRESEN'l'A
TIVE ON CARRIER ADVISORY COMMITTEES.
The Secretary shall direct that any advisory 
committee established by such a carrier, to 
advise with respect to coverage , administra
tion or payment policies under part B of title 
XVIII of the Social Security Act, shall in
clude an individual to represent the interest 
and views of independent clinical labora
tories and such other laboratories as the 
Secretary deems appropriate. Such indi
vidual shall be selected by such committee 
from among nominations submitted by na
tional and local organizations that represent 
independent clinical laboratories. 
SEC. 5523. PAYMENTS FOR DURABLE MEDICAL 

EQUIPMENT. 
(a) REDUCTION IN PAYMENT AMOUNTS FOR 

ITEMS OF DURABLE MEDICAL EQUIPMENT.-
(1) FREEZE IN UPDATE FOR COVERED ITEMS.

Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is 
amended to read as follows: 

"(14) COVERED ITEM UPDATE.-In this sub
section-

" (A) IN GENERAL.-The term 'covered item 
update' means, with respect to any year, the 
percentage increase in the consumer price 
index for all urban consumers (U.S. city av
erage) for the 12-month period ending with 
June of the previous year. 

" (B) REDUCTION FOR CERTAIN YEARS.-In 
· the case of each of the years 1998 through 

2002, the covered item update under subpara
graph (A) shall be reduced (but not below 
zero) by 2.0 percentage points." 

(2) UPDATE FOR ORTHOTICS AND PROS
THETICS.-Section 1834(h)(4)(A) (42 u.s.c. 
1395m(h)(4)(A)) ls amended to read as follows : 

" (A) the term 'applicable percentage in
crease ' means, with respect to any year, the 
percentage increase in the consumer price 
index for all urban consumers (U.S. city av
erage) for the 12-month period ending with 
June of the previous year, except that in 
each of the years 1998 through 2000, such in
crease shall be reduced (but not below zero) 
by 2.0 percentage points; " . 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection applies to items fur
nished on and after January 1, 1998. 

(b) REDUCTION IN INCREASE FOR PAREN
TERAL AND ENTERAL NUTRIENTS, SUPPLIES, 
AND EQUIPMENT .- The reasonable charge 
under part B of title XVIII of the Social Se
curity Act for parenteral and enteral nutri
ents, supplies, and equipment furnished dur
ing each of the years 1998 through 2002, shall 
not exceed the reasonable charge for such 
1 terns furnished during the previous year 
(after application of this subsection), in
creased by the percentage increase in the 
consumer price index for all urban con
sumers (United States city average) for the 
12-month period ending with June of the pre
vious year reduced (but not below zero) by 
2.0 percentage points. 
SEC. 5524. OXYGEN AND OXYGEN EQUIPMENT. 

(a) IN GENERAL.-Section 1834(a)(9)(B) (42 
U.S.C. 1395m(a)(9)(B)) is amended-

(1) by striking " and" at the end of clause 
(iii); 

(2) in clause (iv)-
(A) by striking " a subsequent year" and in

serting " 1995, 1996, and 1997", and 
(B) by striking the period at the end and 

inserting a semicolon; and 
(3) by adding at the end the following new 

clauses: 
" (v) in 1998, 75 percent of the amount de

termined under this subparagraph for 1997; 
" (vi) in 1999, 62.5 percent of the amount de

termined under this subparagraph for 1997; 
and 
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"(vii) for each subsequent year, the 

amount determined under this subparagraph 
for the preceding year increased by the cov
ered item update for such subsequent year. " 

(b) UPGRADED DURABLE MEDICAL EQUIP
MENT.-Section 1834(a) (42 U.S.C. 1395m(a)) is 
amended by inserting after paragraph (15) 
the following new paragraph: 

"(16) CERTAIN UPGRADED ITEMS.-
" (A) INDIVIDUAL'S RIGHT TO CHOOSE UP

GRADED ITEM.- Notwithstanding any other 
provision of law, effective on the date on 
which the Secretary issues regulations under 
subparagraph (C), an individual may pur
chase or rent from a supplier an i tern of up
graded durable medical equipment for which 
payment would be made under this sub
section if the item were a standard item. 

"(B) PAYMENTS TO SUPPLIER.-In the case 
of the purchase or rental of an upgTaded item 
under subparagraph (A)-

" (i) the supplier shall receive payment 
under this subsection with respect to such 
item as if such item were a standard item; 
and 

" (ii) the individual purchasing or renting 
the item shall pay the supplier an amount 
equal to the difference between the sup
plier's charge and the amount under clause 
(i). 

In no event may the supplier's charge for an 
upgraded item exceed the applicable fee 
schedule amount (if any) for such item. 

"(C) CONSUMER PROTECTION SAFEGUARDS.
The Secretary shall issue regulations pro
viding for consumer protection standards 
with respect to the furnishing of upgraded 
equipment under subparagraph (A). Such 
regulations shall provide for-

" (i) determination of fair market prices 
with respect to an upgraded item; 

" (ii) full disclosure of the availability and 
price of standard items and proof of receipt 
of such disclosure information by the bene
ficiary before the furnishing of the upgraded 
item; 

" (iii) conditions of participation for sup
pliers in the simplified billing arrangement; 

" (iv) sanctions of suppliers who are deter
mined to engage in coercive or abusive prac
tices, including exclusion; and 

"(v) such other safeguards as the Secretary 
determines are necessary. " 

(C) ESTABLISHMENT OF CLASSES FOR PAY
MENT.-Section 1848(a)(9) (42 U.S.C. 
1395m(a)(9)) is amended by adding at the end 
the following: 

" (D) AUTHORITY TO CREATE CLASSES.-
" (i) IN GENERAL.-Subject to clause (ii), the 

Secretary may establish separate classes for 
any item of oxygen and oxygen equipment 
and separate national limited monthly pay
ment rates for each of such classes. 

" (ii) BUDGET NEUTRALITY.- The Secretary 
may take actions under clause (i) only to the 
extent such actions do not result in expendi
tures for any year to be more or less than 
the expenditures which would have been 
made if such actions had not been taken." 

(d) STANDARDS AND ACCREDITATION.-The 
Secretary shall as soon as practicable estab
lish service standards and accreditation re
quirements for persons seeking payment 
under part B of title XVIII of the Social Se
curity Act for the providing of oxygen and 
oxygen equipment to beneficiaries within 
their homes. 

(e) ACCESS TO HOME OXYGEN EQUIPMENT.
(1) STUDY.-The Comptroller General of the 

United States shall study issues relating to 
access to home oxygen equipment and shall, 
within 6 months after the date of the enact
ment of this Act, report to the Committee on 
Ways and Means of the House of Representa-

tives and the Committee on Finance of the 
Senate the results of the study, including 
recommendations (if any) for legislation. 

(2) PEER REVIEW EVALUATION.-The Sec
retary of Health and Human Services shall 
arrange for peer review organizations estab
lished under section 1154 of the Social Secu
rity Act to evaluate access to, and quality 
of, home oxygen equipment. 

(f) DEMONSTRATION PROJECT.-Not later 
than 6 months after the date of enactment of 
this Act, the Secretary shall, in consultation 
with appropriate organizations, initiate a 
demonstration project in which the Sec
retary utilizes a competitive bidding process 
for the furnishing of home oxygen equipment 
to medicare beneficiaries under title XVIII 
of the Social Security Act. 

(g) EFFECTIVE DATE.-
(1) OXYGEN.-The amendments made by 

subsection (a) shall apply to items furnished 
on and after January 1, 1998. 

(2) OTHER PROVISIONS.-The amendments 
made by this section other than subsection 
(a) shall take effect on the date of the enact
ment of this Act. 
SEC. 5525. UPDATES FOR AMBULATORY SUR

GICAL SERVICES. 
Section 1833(i)(2)(C) (42 U.S.C. 1395l(i)(2)(C)) 

is amended by inserting at the end the fol
lowing: ''In each of the fiscal years 1998 
through 2002, the increase under this sub
paragraph shall be reduced (but not below 
zero) by 2.0 percentage points." 
SEC. 5526. REIMBURSEMENT FOR DRUGS AND 

BIOLOGICALS. 
(a) IN GENERAL.-Section 1842 (42 u.s.c. 

1395u) is amended by inserting after sub
section (n) the following new subsection: 

" (o)(l) If a physician's, supplier's, or any 
other person's bill or request for payment for 
services includes a charge for a drug or bio
logical for which payment may be made 
under this part and the drug or biological is 
not paid on a cost or prospective payment 
basis as otherwise provided in this part, the 
amount payable for the drug or biological is 
equal to 95 percent of the average wholesale 
price, as specified by the Secretary. 

"(2) In the case of any drug or biological 
for which payment was made under this part 
on May 1, 1997, the amount determined under 
paragraph (1) shall not exceed the amount 
payable under this part for such drug or bio
logical on such date. 

" (3) If payment for a drug or biological is 
made to a licensed pharmacy approved to 
dispense drugs or biologicals under this part, 
the Secretary shall pay a dispensing fee (less 
the applicable deductible and insurance 
amounts) to the pharmacy, as the Secretary 
determines appropriate." 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) apply to drugs and 
biologicals furnished on or after January 1, 
1999. 

CHAPTER 3-PART B PREMIUM AND 
RELATED PROVISIONS 

SEC. 5541. PART B PREMIUM. 
(a) IN GENERAL.-Section 1839(a)(3) (42 

U.S.C. 1395r(a)(3)) is amended by striking the 
first 3 sentences and inserting the following: 
" The Secretary, during September of each 
year, shall determine and promulgate a 
monthly premium rate for the succeeding 
calendar year that is equal to 50 percent of 
the monthly actuarial rate for enrollees age 
65 and over, determined according to para
graph (1), for that succeeding calendar 
year. " . 

(b) CONFORMING AND TECHNICAL AMEND
MENTS.-

(1) SEC'l'ION 1839.-Section 1839 (42 u.s.c. 
1395r) is amended-

(A) in subsection (a)(2), by striking " (b) 
and (e)" and inserting " (b), (c), and (f) ' ', 

(B) in the last sentence of subsection 
(a)(3)-

(i) by inserting " rate" after " premium'', 
and 

(ii) by striking " and the derivation of the 
dollar amounts specified in this paragraph", 

(C) by striking subsection (e), and 
(D) by redesignating subsection (g) as sub

section (e) and inserting that subsection 
after subsection (d). 

(2) SECTION 1844.-Subparagraphs (A)(i) and 
(B)(i) of section 1844(a)(l) (42 U.S.C. 
1395w(a)(l)) are each amended by striking " or 
1839(e), as the case may be" . 

Subtitle ff-Provisions Relating to Parts A 
andB 

CHAPTER I-SECONDARY PAYOR 
PROVISIONS 

SEC. 5601. EXTENSION AND EXPANSION OF EXIST
ING REQUIREMENTS. 

(a) DATA MATCH.-
(1) ELIMINATION OF MEDICARE SUNSET.-Sec

tion 1862(b)(5)(C) (42 U.S.C. 1395y(b)(5)(C)) is 
amended by striking clause (iii). 

(2) ELIMINATION OF INTERNAL REVENUE CODE 
SUNSET.-Section 6103(1)(12) of the Internal 
Revenue Code of 1986 is amended by striking 
subparagraph (F). 

(b) APPLICATION 'fO DISABLED INDIVIDUALS 
IN LARGE GROUP HEALTH PLANS.-

(1) IN GENERAL.-Section 1862(b)(l)(B) (42 
U.S.C. 1395y(b)(l)(B)) is amended-

(A) in clause (i), by striking " clause (iv)" 
and inserting " clause (iii)" ; 

(B) by striking clause (iii); and 
(C) by redesignating clause (iv) as clause 

(iii). 
(2) CONFORMING AMENDMENTS.-Paragraphs 

(1) through (3) of section 1837(i) (42 U.S.C. 
1395p(i)) and the second sentence of section 
1839(b) (42 U.S.C. 1395r(b)) are each amended 
by striking " 1862(b)(l)(B)(iv)" each place it 
appears and inserting " 1862(b)(l)(B)(iii)". 

(c) INDIVIDUALS WITH END STAGE RENAL 
DISEASE.-Section 1862(b)(l)(C) (42 u.s.c. 
1395y(b)(l)(C)) is amended-

(1) in the last sentence by striking "Octo
ber 1, 1998" and inserting " the date of enact
ment of the Balanced Budget Act of 1997"; 
and 

(2) by adding at the end the following: "Ef
fective for items and services furnished on or 
after the date of enactment of the Balanced 
Budget Act of 1997, (with respect to periods 
beginning on or after the date that is 18 
months prior to such date), clauses (i) and 
(ii) shall be applied by substituting '30-
month' for '12-month' each place it ap
pears. " . 
SEC. 5602. IMPROVEMENTS IN RECOVERY OF PAY

MENTS. 
(a) PERMITTING RECOVERY AGAINST THIRD 

PARTY ADMINISTRATORS OF PRIMARY PLANS.
Section 1862(b)(2)(B)(ii) (42 U.S.C. 
1395y(b)(2)(B)(ii)) is amended-

(1) by striking " under this subsection to 
pay" and inserting "(directly, as a third
party administrator, or otherwise) to make 
payment"; and 

(2) by adding at the end the following: 
" The United States may not recover from a 
third-party administrator under this clause 
in cases where the third-party administrator 
would not be able to recover the amount at 
issue from the employer or group health plan 
for whom it provides administrative services 
due to the insolvency or bankruptcy of the 
employer or plan.". 

(b) EXTENSION OF CLAIMS FILING PERIOD.
Section 1862(b)(2)(B) (42 U.S.C. 1395y(b)(2)(B)) 
is amended by adding at the end the fol
lowing: 
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"(v) CLAIMS-FILING PERIOD.-Notwith-

standing any other time limits that may 
exist for filing a claim under an employer 
group health plan, the United States m ay 
seek to recover conditional payments in ac
cordance with this subparagraph where the 
request for payment is submitted to the enti
ty required or responsible under this sub
section to pay with respect to the item or 
service (or any portion thereof) under a pri
mary plan within the 3-year period beginning 
on the date on which the item or service was 
furnished.". 

(c) EFFECTIVE DATE.-The amendments 
made by this section apply to items and 
services furnished on or after the date of en
actment of this Act. 

CHAPTER 2-0THER PROVISIONS 
SEC. 5611. INCREASED CERTIFICATION PERIOD 

FOR CERTAIN ORGAN PROCURE
MENT ORGANIZATIONS. 

Section 1138(b)(l)(A)(ii) (42 U.S.C. 1320b--
8(b)(l)(A)(ii)) is amended by striking " two 
years" and inserting " 2 years (3 years if the 
Secretary determines appropriate for an or
ganization on the basis of its past prac
tices)". 

HUTCHISON (AND SANTORUM) 
AMENDMENT NO. 446 

Mrs. HUTCHISON · (for herself and 
Mr. SANTOR UM) proposed an amend
ment to the bill, S. 947, supra; as fol
lows: 

At the end of title I, add the following: 
SEC. 10 . DENIAL OF FOOD STAMPS FOR PRIS-

-- ONERS. 

(a) STATE PLANS.-
(1) IN GENERAL.-Section ll(e) of the Food 

Stamp Act of 1977 (7 U.S.C. 2020(e)) is amend
ed by striking paragraph (20) and inserting 
the following: 

" (20) that the State agency shall establish 
a system and take action on a periodic 
basis-

"(A) to verify and otherwise ensure that an 
individual does not receive coupons in more 
than 1 jurisdiction within the State; and 

" (B) to verify and otherwise ensure that an 
individual who is placed under detention in a 
Federal, State, or local penal, correctional, 
or other detention facility for more than 30 
days shall not be eligible to participate in 
the food stamp program as a member of any 
household, except that-

"(i) the Secretary may determine that ex
traordinary circumstances make it impracti
cable for the State agency to obtain informa
tion necessary to discontinue inclusion of 
the individual; and 

"(ii) a State agency that obtains informa
tion collected under section 1611(e)(l)(I)(i)(I) 
of the Social Security Act (42 U.S.C. 
1382(e)(l)(I)(i)(I)) through an agreement 
under section 1611(e)(l)(I)(ii)(II) of that Act 
(42 U.S.C. 1382(e)(l)(I)(ii)(II)), or under an
other program determined by the Secretary 
to be comparable to the program carried out 
under that section, shall be considered in 
compliance with this subparagraph.". 

(2) LIMITS ON DISCLOSURE AND USE OF INFOR
MATION .- Section ll(e)(8)(E) of the Food 
Stamp Act of 1977 (7 U.S.C. 2020(e)(8)(E)) is 
amended by striking "paragraph (16)" and 
inserting " paragraph (16) or (20)(B)" . 

(3) EFFECTIVE DATE.-
(A) IN GENERAL.- Except as provided in 

subparagraph (B), the amendments made by 
this subsection shall take effect on the date 
that is 1 year after the date of enactment of 
this Act. 

(B) EXTENSION.-The Secretary of Agri
culture may grant a State an extension of 

time to comply with the amendments made 
by this subsection, not to exceed beyond the 
date that is 2 years after the date of enact
ment of this Act, if the chief executive offi
cer of the State submits a request for the ex
tension to the Secretary-

(i) stating the reasons why the State is not 
able to comply with the amendments made 
by this subsection by the date that ls 1 year 
after the date of enactment of this Act; 

(ii) providing evidence that the State is 
making a good faith effort to comply with 
the amendments made by this subsection as 
soon as practicable; and 

(iii) detailing a plan to bring the State into 
compliance with the amendments made by 
this subsection as soon as practicable and 
not later than the date of the requested ex
tension. 

(b) IN l.i'ORMATION SHARING.-Section 11 of 
the Food Stamp Act of 1977 (7 U.S.C. 2020) is 
amended by adding at the end the following: 

"(q) DENIAL OF FOOD STAMPS FOR PRIS
ONERS.- The Secretary shall assist States, to 
the maximum extent practicable, in imple
menting a system to conduct computer 
matches or other systems to prevent pris
oners described in section ll(e)(20)(B) from 
receiving food stamp benefits.". 
SEC. 10_ • NUTRITION EDUCATION. 

Section ll(f) of the Food Stamp Act of 1977 
(7 U.S.C. 2020(f)) is amended-

(1) by striking " (f) To encourage" and in-
serting the following: 

"(f) NUTRITION EDUCATION.-
"(l) IN GENERAL.-To encourage"; and 
(2) by adding at the end the following: 
" (2) GRANTS.-
"(A) IN GENERAL.- The Secretary . shall 

make available not more than $600,000 for 
each of fiscal years 1998 through 2001 to pay 
the Federal share of grants made to eligible 
private nonprofit organizations and State 
agencies to carry out subparagraph (B). 

" (B) ELIGIBILITY.-A private nonprofit or
ganization or State agency shall be eligible 
to receive a grant under subparagraph (A) if 
the organization or agency agrees-

"(i) to use the funds to direct a collabo
rative effort to coordinate and integrate nu
trition education into health, nutrition, so
cial service, and food distribution programs 
for food stamp participants and other low-in
come households; and 

"(ii) to design the collaborative effort to 
reach large numbers of food stamp partici
pants and other low-income households 
through a network of organizations, includ
ing schools, child care centers, farmers ' mar
kets, health clinics, and outpatient edu
cation services. 

" (C) PREFERENCE.-In deciding between 2 
or more private nonprofit organizations or 
State agencies that are eligible to receive a 
grant under subparagraph (B), the Secretary 
shall give a preference to an organization or 
agency that conducted a collaborative effort 
described in subparagraph (B) and received 
funding for the collaborative effort from the 
Secretary before the date of enactment of 
this paragraph. 

"(D) FEDERAL SHARE.-
"(i) IN GENERAL.-Subject to subparagraph 

(E), the Federal share of a grant under this 
paragraph shall be 50 percent. 

" (ii) No IN-KIND CONTRIBUTIONS.-The non
Federal share of a grant under this para
graph shall be in cash. 

" (iii) PRIVATE FUNDS.-The non-Federal 
share of a grant under this paragraph may 
include amounts from private nongovern
mental sources. 

" (E) LIMIT ON INDIVIDUAL GRANT.- A grant 
under subparagraph (A) may not exceed 
$200,000 for a fiscal year.". 

HUTCHISON AMENDMENT NO. 447 
Mrs. HUTCHISON proposed an 

amendment to the bill, S. 947, supra; as 
follows: 

Beginning on page 770, strike line 18 and 
all that follows through page 774, line 15, and 
insert the following: 

"(2) DETERMINATION OF STATE DSH ALLOT
MENTS FOR FISCAL YEARS 1998 THROUGH 2002 .

" (A) NON HIGH DSH STATES.-
" (i) IN GENERAL.-Except as provided in 

subparagraph (B) and paragraph (4), the DSH 
allotment for a State for each of fiscal years 
1999 through 2002 is equal to the applicable 
percentage of the State 1995 DSH spending 
amount. 

" (ii) APPLICABLE PERCENTAGE.-For pur
poses of clause (i), the applicable percentage 
with respect to a State described in that 
clause is-

"(A) for fiscal year 1998, 98 percent; 
"(A) for fiscal year 1999, 95 percent; 
" (B) for fiscal year 2000, 93 percent; 
"(C) for fiscal year 2001, 90 percent; and 
"(D) for fiscal year 2002, 85 percent. 
" (B) HIGH DSH STATES.-
" (i) IN GENERAL.-In the case of any State 

that is a high DSH State, the DSH allotment 
for that State for each of fiscal years 1999 
through 2002 is equal to the applicable reduc
tion percentage of the high DSH State modi
fied 1995 spending· amount for that fiscal 
year. 

" (ii) HIGH DSH STATE MODIFIED 1995 SPENDING 
AMOUNT.-

" (i) IN GENERAL.-For purposes of clause 
(i), the high DSH State modified 1995 spend
ing amount means, with respect to a State 
and a fiscal year, the sum of-

" (aa) the Federal share of payment adjust
ments made to hospitals in the State under 
subsection (c) that are attributable to the 
1995 DSH allotment for inpatient hospital 
services provided (based on reporting data 
specified by the State on HCFA Form 64 as 
inpatient DSH); and 

" (bb) the applicable mental health percent
age for such fiscal year of the Federal share 
of payment adjustments made to hospitals in 
the State under subsection (c) that are at
tributable to the 1995 DSH allotment for 
services provided by institutions for mental 
diseases and other mental health facilities 
(based on reporting data specified by the 
State on HCFA Form 64 as mental health 
DSH). 

" (II) APPLICABLE MENTAL HEALTH PERCENT
AGE.- For purposes of subclause (I)(bb), the 
applicable mental health percentage for such 
fiscal year is-

"(aa) for fiscal year 1999, 50 percent; 
"(bb) for fiscal year 2000, 20 percent; and 
" (cc) for fiscal year 2001 and 2002, O percent. 
" (iii) APPLICABLE REDUCTION PERCENT-

AGE.-For purposes of clause (i), the applica
ble reduction percentage described in that 
clause is-

"(A) for fiscal year 1998, 98 percent; 
" (A) for fiscal year 1999, 93 percent; 
" (A) for fiscal year 2000, 90 percent; 
"(A) for fiscal year 2001, 85 percent; and 
" (B) for fiscal year 2002, 80 percent. 

CHAFEE (AND OTHERS) 
AMENDMENT NO. 448 

Mr. CHA FEE (for himself, Mr. ROCKE
FELLER, Mr. JEFFORDS, and Mr. 
D'AMATO) proposed an amendment to 
the bill, S. 947, supra; as follows: 

Beginning on page 846, strike line 18 and 
all that follows through page 861, line 26, and 
insert the following: 
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"(5) FEHBP-EQUIVALENT CHILDREN'S 

HEALTH INSURANCE COVERAGE.-The term 
'FEHBP-equivalent children's health insur
ance coverage' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the services covered 
for a child, including hearing and vision 
services, under the standard Blue Cross/Blue 
Shield preferred provider option service ben
efit plan offered under chapter 89 of title 5, 
United States Code. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(6) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

"(7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

"(8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

"(9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

"(10) STATE.-The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

"(11) STATE CHILDREN'S HEALTH EXPENDI
'I'URES.-The term 'State children's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

"(A) the State plan for medical assistance 
under title XIX; 

"(B) the maternal and child health services 
block grant program under title V; 

"(C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

"(D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

"(E) school-based health services pro
grams; 

"(F) State programs that provide uncom
pensated or indigent health care; 

"(G) county-indigent care programs for 
which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

"(H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

"(12) STATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

"(a) APPROPRIATION.-
"(l) IN GENERAL.-Subject to subsection 

(b), out of any money in ·the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

"(A) for fiscal year 1998, $2,500,000,000; 
"(B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
"(C) for fiscal year 2001, $3,600,000,000; 
"(D) for fiscal year 2002, $3,500,000,000; and 
"(E) for each of fiscal years 2003 through 

2007, $4,580,000,000. 
"(2) AVAILABILITY.- Funds appropriated 

under this section shall remain available 

without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

"(l) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

"(3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

"(c) STATE ENTITLEMENT.-This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. · 

"(d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October l, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

"(a) GENERAL DESCRIPTION.- A State shall 
submit to the Secretary a program outline, 
consistent with the requirements of this 
title, that-

"(1) identifies which of the 2 options de
scribed in section 2101 the State intends to 
use to provide low-income children in the 
State with health insurance coverage; 

"(2) describes ·the manner in which such 
coverage shall be provided; 

"(3) describes any cost-sharing intended to 
be imposed under: the State option under sec
tion 2107 that is consistent with the require
ments of subsection (a)(4) of such section; 
and 

"(4) provides such other information as the 
Secretary may require. 

"(b) OTHER REQUIREMENTS.-The program 
outline submitted under this section shall 
include the following: 

"(l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.-A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program· 
funded under this title. 

"(2) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

" (A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

"(B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.-A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

" (c) DEADLINE FOR SUBMISSION.-A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 

"SEC. 2105. DISTRIBUTION OF FUNDS. 
"(a) ESTABLISHMENT OF FUNDING POOLS.
"(l) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis
cal year, determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL ADJUSTMEN'r OF RESERVE PER
CENTAGES.-The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

"(b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

" (l) STATES.-
"(A) IN GENERAL.-From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State's allotment per
centage for such fiscal year. 

"(B) STATE'S ALLOTMENT PERCENTAGE.
"(i) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

"(ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

"(2) OTHER STATES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

" (i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.-Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 



June 24, 1997 CONGRESSIONAL RECORD-SENATE 12203 
and administered in a manner that is con
sistent with the purpose of this title. 

"(c) PAYMENTS.-
"(1) IN GENERAL.-The Secretary shall
"(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State, as 
determined under section 1905(b)(l), of the 
Federal and State incurred cost of providing 
health insurance coverage for a low-income 
child in the State plus the applicable bonus 
amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.-For purposes of para

graph (1), the applicable bonus amount is-
" (i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency); 
and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

"(B) SOURCE OF BONUSES.-
"(i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State's allotment for a fiscal year. 

"(11) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l) . 

"(3) DEFINITION OF COST OF PROVIDING 
HEALTH INSURANCE COVERAGE.-For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

"(A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this t(tle 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

"(4) LIMITATION ON TOTAL PAYMEN'l'S.-With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.- No funds 
shall be paid to a State under this title if-

" (A) in the case of fiscal year 1998, the 
State children's health expenditures are less 
than the amount of such expenditures for fis
cal year 1996; and 

"(B) in the case of any succeeding fiscal 
year, the State children's health expendi
tures described in section 2102(ll)(A) are less 
than the amount of such expenditures for fis
cal year 1996, increased by a medicaid child 
population growth factor determined by the 
Secretary. 

"(6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make pay
ments under this subsection for each quarter 

on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(1) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STATE· OPTIONS FOR REMAINDER.-A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med
icaid program (but not both). 

"(c) PROHIBITION ON USE OF FUNDS.-No 
funds provided under this title may be used 
to provide health insurance coverage for

" (1) families of State public employees; or 
"(2) children who are committed to a penal 

ins ti tu ti on. 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

''(e) ADMINISTRATIVE EXPENDITURES.-Not 
more than 10 percent of the amount allotted 
to a State under section 2105(b), determined 
after the payment required under section 
2105(c)(l )(A), shall be used for administrative 
expenditures for the program funded under 
this title. 

" (f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 
"SEC. 2107. STATE OP'l'ION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

"(a) S'l'ATl!l 0PTION.-
"(1) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to-

"(A) subsidize payment of employee con
tributions for health insurance coverage for 
a dependent low-income child that is avail
able through group health insurance cov
erage offered by an employer in the State; or 

"(B) to provide FEHBP-equivalent chil
dren's health insurance coverage for low-in
come children who reside in the State. 

"(2) P RIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

"(3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 

provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) COST SHARING REQUIREMENTS.-
"(A) NOMINAL COST SHARING FOR VERY LOW

INCOME CHILDREN.-Only nominal cost shar
ing may be imposed by an eligible State that 
opts to use funds provided under this title 
under this section for children in families 
with income that is less than 133 percent of 
the poverty line. 

"(B) SECRETARIAL REVIEW OF ADEQUACY OF 
COST-SHARING FOR OTHER LOW-INCOME CHIL
DREN .-The Secretary shall review the State 
program outline submitted under section 
2104 to ensure that cost sharing for low-in
come children not described in subparagraph 
(A) is reasonable, according to such stand
ards as the Secretary shall establish. Such 
standards shall require consideration of fam
ily income and other types of expenses gen
erally incurred by families of low-income 
children, and shall ensure that any cost 
sharing requirements imposed by a State 
program under this section do not unreason
ably reduce access to the coverage provided 
under such program. 

"(C) DEFINITION OF COST SHARING.- ln this 
paragraph, the term 'cost sharing' includes 
premiums, deductibles, coinsurance, copay
ments, and other required financial contribu
tions for health care insurance coverage or 
health care items or services. 

WELLSTONE (AND OTHERS) 
AMENDMENT NO. 449 

Mr. WELLSTONE (for himself, Mr. 
DOMENIC!, Mr. REID, and Mr. CONRAD) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 862, between lines 14 and 15, insert 
the following: 
"SEC. 2107A. MENTAL HEALTH PARITY. 

"(a) PROHIBITION.- ln the case of a health 
plan that enrolls children through the use of 
assistance provided under a grant program 
conducted under this title, such plan, if the 
plan provides both medical and surgical ben
efits and mental health benefits, shall not 
impose treatment limitations or financial 
requirements on the coverage of mental 
health benefits if similar limitations or re
quirements. are not imposed on medical and 
surgical benefits. 

"(b) RULE OF CONSTRUC'l'ION.- Nothing in 
this section shall be construed-

"(1) as prohibiting a health plan from re
quiring preadmission screening prior to the 
authorization of services covered under the 
plan or from applying other limitations that 
restrict coverage for mental health services 
to those services that are medically nec
essary; and 

"(2) as requiring a health plan to provide 
any mental health benefits. 

"(c) SEPARATE APPLICATION TO EACH OP
TION OFFERED.-ln the case of a health plan 
that offers a child described in subsection (a) 
2 or more benefit package options under the 
plan, the requirements of this section shall 
be applied separately with respect to each 
such option. 

"(d) DEFINITIONS.- In this section: 
"(l) MEDICAL OR SURGICAL BENEFITS.- The 

term 'medical or surgical benefits' means 
benefits with respect to medical or surgical 
services, as defined under the terms of the 
plan, but does not include mental health 
benefits. 

"(2) MENTAL HEALTH BENEFITS.- The term 
'mental health benefits ' means benefits with 
respect to mental health services, as defined 
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under the terms of the plan, but does not in
clude benefits with respect to the treatment 
of substance abuse and chemical dependency. 

DURBIN (AND OTHERS) 
AMENDMENT NO. 450 

Mr. DURBIN (for himself, Mr. 
WELLSTONE, and Mrs. BOXER) proposed 
an amendment to the bill, S. 947, supra; 
as follows: 

At the end of title I, add the following: 
SEC. 10 . FOOD STAMP BENEFITS FOR CHILD IM

MIGRANTS. 
(a) IN GENERAL.-Section 402(a)(2) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)) is amended by adding at the end 
the following: 

"(E) CHILD IMMIGRANTS.-In the case of the 
program specified in paragraph (3)(B), para
graph (1) shall not apply to a qualified alien 
who is under 18 years of age.". 

(b) ALLOCATION OF ADMINISTRATIVE 
COSTS.- Section 408(a) of the Social Security 
Act (42 U.S.C. 608(a)) is amended by adding at 
the end the following: 

"(12) DESIGNATION OF GRANTS UNDER THIS 
PART AS PRIMARY PROGRAM IN ALLOCATING AD
MINISTRATIVE COSTS.-

"(A) IN GENERAL.-Notwithstanding any 
other provision of law, a State shall des
ignate the program funded under this part as 
the primary program for the purpose of allo
cating costs incurred in serving families eli
gible or applying for benefits under the State 
program funded under this part and any 
other Federal means-tested benefits. 

"(B) ALLOCATION OF COSTS.-
"(i) IN GENERAL.-The Secretary shall re

quire that costs described in subparagraph 
(A) be allocated in the same manner as the 
costs were allocated by State agencies that 
designated part A of title IV as the primary 
program for the purpose of allocating admin
istrative costs before August 22, 1996. 

"(ii) FLEXIBLE ALLOCATION.-The Secretary 
may allocate costs under clause (i) dif
ferently, if a State can show good cause for 
or evidence of increased costs, to the extent 
that the administrative costs allocated to 
the primary program are not reduced by 
more than 33 percent. 

"(13) FAILURE TO ALLOCATE ADMINISTRATIVE 
COSTS TO GRANTS PROVIDED UNDER THIS 
PART.- If the Secretary determines that, 
with respect to a preceding fiscal year, a 
State has not allocated administrative costs 
in accordance with paragraph (12), the Sec
retary shall reduce the grant payable to the 
State under section 403(a)(l) for the suc
ceeding fiscal year by an amount equal to-

"(A) the amount the Secretary determines 
should have been allocated to the program 
funded under this part in such preceding fis
cal year; minus 

"(B) the amount that the State allocated 
to the program funded under this part in 
such preceding fiscal year.". 

D 'AMATO (AND OTHERS) 
AMENDMENT NO. 451 

Mr. D 'AMATO (for himself, Mr. HAR
KIN, Mr. SPECTER, Mr. MACK, Mr. 
ROCKEFELLER, Mr. DASCHLE, Mrs. 
BOXER, Mr. KERRY, Mr. DURBIN, and 
Mr. KENNEDY) proposed an amendment 
to the bill, S. 947, supra; as follows: 

On page 1027, between lines 7 and 8, insert 
the following: 

Subtitle N-National Fund for Health 
Research 

SEC. 5995. SHORT TITLE. 
This subtitle may be cited as the " Na

tional Fund for Health Research Act". 
SEC. 5996. FINDINGS. 

Congress makes the following findings: 
(1) Nearly 4 of 5 peer reviewed research 

projects deemed worthy of funding by the 
National Institutes of Health are not funded. 

(2) Less than 3 percent of the nearly one 
trillion dollars our Nation spends on health 
care is devoted to heal th research, while the 
defense industry spends 15 percent of its 
budget on research and development. 

(3) Public opinion surveys have shown that 
Americans want more Federal resources put 
into health research and are willing to pay 
for it. 

(4) Ample evidence exists to demonstrate 
that health research has improved the qual
ity of health care in the United States. Ad
vances such as the development of vaccines, 
the cure of many childhood cancers, drugs 
that effectively treat a host of diseases and 
disorders, a process to protect our Nation's 
blood supply from the HIV virus, progress 
against cardiovascular disease including 
heart attack and stroke, and new strategies 
for the early detection and treatment of dis
eases such as colon, breast, and prostate can
cer clearly demonstrates the benefits of 
health research. 

(5) Health research which holds the prom
ise of prevention of intentional and uninten
tional injury and cure and prevention of dis
ease and disability, is critical to holding 
down heal th care costs in the long term. 

(6) Expanded medical research is also crit
ical to holding down the long-term costs of 
the medicare program under title XVIII of 
the Social Security Act. For example, recent 
research has demonstrated that delaying the 
onset of debilitating and costly conditions 
like Alzheimer's disease could reduce general 
health care and medicare costs by billions of 
dollars annually. 

(7) The state of our Nation's research fa
cilities at the National Institutes of Health 
and at universities is deteriorating signifi
cantly. Renovation and repair of these facili
ties are badly needed to maintain and im
prove the quality of research. 

(8) Because discretionary spending is likely 
to decline in real terms over the next 5 
years, the Nation's investment in health re
search through the National Institutes of 
Health is likely to decline in real terms un
less corrective legislative action is taken. 

(9) A health research fund is needed to 
maintain our Nation's commitment to 
health research and to increase the percent
age of approved projects which receive fund
ing at the National Institutes of Health. 

(10) Americans purchase health insurance 
and participate in the medicare program to 
protect themselves and their families 
against the high cost of illness and dis
ability. Because of this, it makes sense to de
vote 1 cent of every health insurance dollar 
to finding preventions, cures, and improved 
treatments for illnesses and disabilities 
through medical research. 
SEC. 5997. ESTABLISHMENT OF FUND. 

(a) ESTABLISHMENT.-There is established 
in the Treasury of the United States a fund, 
to be known as the " National Fund for 
Health Research" (hereafter in this section 
referred to as the " Fund"), consisting of 
such amounts as are transferred to the Fund 
under subsection (b) other amounts subse
quently enacted into law and any interest 
earned on investment of amounts in the 
Fund. 

(b) TRANSFERS TO FUND.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services shall transfer to the 
Fund amounts equivalent to amounts de
scribed in paragraph (2). 

(2) AMOUNTS.-
(A) IN GENERAL.-Amounts described in 

this paragraph for each of the fiscal years 
1998 through 2002 shall be equal to the 
amount of Federal savings derived for each 
such fiscal year under the medicare program 
under title XVIII of the Social Security Act 
(42 U.S.C. 1395 et seq.) and the medicaid pro
gram under title XIX of such Act (42 U.S.C. 
1396 et seq.) that exceeds the amount of Fed
eral savings estimated by the Congressional 
Budget Office as of the date of enactment, to 
be achieved in each such program for each 
such fiscal year for purposes of the Balanced 
Budget Act of 1997. 

(B) DETERMINATION BY SECRETARY.-Not 
later than 6 months after the end of each of 
the fiscal years described in subparagraph 
(A), the Secretary of Health and Human 
Services shall-

(i) make a determination as to the amount 
to be transferred to the Fund for the fiscal 
year involved under this subsection; and 

(ii) subject to subparagraphs (E) and sub
section (d) , transfer such amount to the 
Fund. 

(C) SEPARATE ESTIMATES.-In making a de
termination under subparagraph (B)(i), the 
Secretary of Health and Human Services 
shall maintain a separate estimate for each 
of the programs described in subparagraph 
(A). 

(D) LIMITATION.-Any savings to which sub
paragraph (A) applies shall not be counted 
for purposes of making a transfer under this 
paragraph if such savings, under current pro
cedures implemented by the Health Care Fi
nancing Administration, are specifically 
dedicated to reducing the incidence of waste, 
fraud, and abuse in the programs described 
in subparagraph (A). 

(E) CAP ON TRANSFER.-Amounts trans
ferred to the Fund under this subsection for 
any year in the 5-fiscal year period beg,inning 
on October 1, 1997, shall not in combination 
with the appropriated sum exceed an amount 
equal to the amount appropriated for the Na
tional Institutes of Health for fiscal year 
1997 multiplied by 2. 

(C) OBLIGATIONS FROM FUND.-
(1) IN GENERAL.-Subject to the provisions 

of paragraph (4), with respect to the amounts 
made available in the Fund in a fiscal year, 
the Secretary of Health and Human Services 
shall distribute-

(A) 2 percent of such amounts during any 
fiscal year to the Office of the Director of 
the National Institutes of Health to be allo
cated at the Director's discretion for the fol
lowing activities: 

(i) for carrying out the responsibilities of 
the Office of the Director, including the Of
fice of Research on Women's Health and the 
Office of Research on Minority Health, the 
Office of Alternative Medicine, the Office of 
Rare Disease Research, the Office of Behav
ioral and Social Sciences Research (for use 
for efforts to reduce tobacco use), the Office 
of Dietary Supplements, and the Office for 
Disease Prevention; and 

(ii) for construction and acquisition of 
equipment for or facilities of or used by the 
National Institutes of Health; 

(B) 2 percent of such amounts for transfer 
to the National Center for Research Re
sources to carry out section 1502 of the Na
tional Institutes of Health Revitalization 
Act of 1993 concerning Biomedical and Be
havioral Research Facilities; 
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(C) 1 percent of such amounts during any 

fiscal year for carrying out section 301 and 
part D of title IV of the Public Health Serv
ice Act with respect to health information 
communications; and 

(D) the remainder of such amounts during 
any fiscal year to member institutes and 
centers, including the Office of AIDS Re
search, of the National Institutes of Health 
in the same proportion to the total amount 
received under this section, as the amount of 
annual appropriations under appropriations 
Acts for each member institute and Centers 
for the fiscal year bears to the total amount 
of appropriations under appropriations Acts 
for all member ins ti tu tes and Ceo ters of the 
National Institutes of Health for the fiscal 
year. 

(2) PLANS OF ALLOCATION.-The amounts 
transferred under paragraph (l)(D) shall be 
allocated by the Director of the National In
st! tu tes of Heal th or the various directors of 
the institutes and centers, as the case may 
be, pursuant to allocation plans developed by 
the various advisory councils to such direc
tors, after consultation with such directors. 

(3) GRANTS AND CONTRACTS FULLY FUNDED 
IN FIRST YEAR.- With respect to any grant or 
contract funded by amounts distributed 
under paragraph (1), the full amount of the 
total obligation of such grant or contract 
shall be funded in the first year of such grant 
or contract, and shall remain available until 
expended. 

( 4) TRIGGER AND RELEASE OF MONIES.-
(A) TRIGGER AND RELEASE.-No expenditure 

shall be made under paragraph (1) during any 
fiscal year in which the annual amount ap
propriated for the National Institutes of 
Health is less than the amount so appro
priated for the prior fiscal year. 

(B) PHASE-IN.-The Secretary of Health and 
Human Services shall phase-in the distribu
tions required under paragraph (1) so that

(i) 25 percent of the amount in the Fund is 
distributed in the first fiscal year for which 
funds are available; 

(ii) 50 percent of the amount in the Fund is 
distributed in the second fiscal year for 
which funds are available; 

(111) 75 percent of the amount in the Fund 
is distributed in the third fiscal year for 
which funds are available; and 

(iv) 100 percent of the amount in the Fund 
is distributed in the fourth and each suc
ceeding fiscal year for which funds are avail
able. 

(d) REQUIRED APPROPRIATION.-No transfer 
may be made for a fiscal year under sub
section (b) unless an appropriations Act pro
viding for such a transfer has been enacted 
with respect to such fiscal year. 

(e) BUDGET TREATMENT OF AMOUNTS IN 
FUND.-The amounts in the Fund shall be ex
cluded from, and shall not be taken into ac
count, for purposes of any budget enforce
ment procedure under the Congressional 
Budget Act of 1974 or the Balanced Budget 
and Emergency Deficit Control Act of 1985. 

LIEBERMAN (AND OTHERS) 
AMENDMENT NO. 452 

Mr. DOMENIC! (for Mr. LIEBERMAN, 
Mr. JEFFORDS, Mr. CHAFEE, Mr. 
KERREY, Mr. BREAUX, Mr. WYDEN, and 
Mr. KENNEDY) proposed an amendment 
to the bill, S. 947, supra; as follows: 

At the end of proposed section 1941(d) of 
the Social Security Act (as added by section 
5701), add the following: 

"(3) PROVISION OF COMPARATIVE INFORMA
TION.-

"(A) BY STATE.-A State that requires Indi
viduals to enroll with managed care entities 

under this part shall annually provide to all 
enrollees and potential enrollees a list iden
tifying the managed care entities that are 
(or wm be) available and information de
scribed in subparagraph (C) concerning such 
entities. Such information shall be presented 
in a comparative, chart-like form. 

"(B) BY ENTITY.- Upon the enrollment, or 
renewal of enrollment, of an individual with 
a managed care entity under this part, the 
entity shall provide such individual with the 
information described in subparagraph (C) 
concerning such entity and other entities 
available in the area, presented in a com
parative, chart-like form. 

"(C) REQUIRED INFORMATION.-lnformation 
under this subparagraph, with respect to a 
managed care entity for a year, shall include 
the following: 

" (1) BENEFITS.- The benefits covered by the 
entity, including-

"(!) covered items and services beyond 
those provided under a traditional fee-for
service program; 

"(II) any beneficiary cost sharing; and 
"(III) any maximum limitations on out-of

pocket expenses. 
"(11) PREMIUMS.-The net monthly pre

mium, if any, under the entity. 
" (iii) SERVICE AREA.-The service area of 

the entity. 
"(iv) QUALITY AND PERFORMANCE.-To the 

extent available, quality and performance 
indicators for the benefits under the entity 
(and how they compare to such indicators 
under the traditional fee-for-service pro
grams in the area involved), including-

"(!) disenrollment rates for enrollees elect
ing to receive benefits through the entity for 
the previous 2 years (excluding 
disenrollment due to death or moving out
side the service area of the entity); 

"(II) information on enrollee satisfaction; 
"(III) information on health process and 

outcomes; 
"(IV) grievance procedures; 
"(V) the extent to which an enrollee may 

select the heal th care provider of their 
choice, including health care providers with
in the network of the entity and out-of-net
work health care providers (if the entity cov
ers out-of-network items and services); and 

"(VI) an indication of enrollee exposure to 
balance billing and the restrictions on cov
erage of items and services provided to such 
enrollee by an out-of-network health care · 
provider. 

"(v) SUPPLEMENTAL BENEFITS OPTIONS.
Whether the entity offers optional supple
mental benefits and the terms and condi
tions (including premiums) for such cov
erage. 

"(vi) PHYSICIAN COMPENSATION.-An overall 
summary description as to the method of 
compensation of participating physicians. 

FEINSTEIN AMENDMENT NO. 453 
Mr. DOMENICI (for Mrs. FEINSTEIN) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

At the end of proposed section 1852(e) of 
the Social Security Act (as added by section 
5001) adcl the following: 

"(6) ANNUAL REPORT ON NON-HEALTH EX
PENDITURES.- Each Medicare Choice organi
zation shall at the request of the enrollee an
nually provide to enrollees a statement dis
closing the proportion of the premiums and 
other revenues received by the organization 
that are expended for non-health care items 
and services. 

At the end of proposed section 1945 of the 
Social Security Act (as added by section 
5701) add the following: 

"(h) ANNUAL REPORT ON NON-HEALTH EX
PENDITURES.-Each medicaid managed care 
organization shall annually provide to en
rollees a statement disclosing the proportion 
of the premiums and other revenues received 
by the organization that are expended for 
non-health care Items and services. 

CRAIG (AND BINGAMAN) 
AMENDMENT NO. 454 

Mr. DOMENIC! (for Mr. CRAIG, for 
himself and Mr. BINGAMAN) proposed an 
amendment to the bill, S. 947, supra; as 
follows: 

On page 412, between lines 3 and 4, insert 
the following: 
SEC. 5105. STUDY ON MEDICAL NUTRITION THER· 

APY SERVICES. 
(a) S'l'UDY.-The Secretary of Health and 

Human Services shall request the National 
Academy of Sciences, in conjunction with 
the United States preventive Services Task 
force, to analyze the expansion or modifica
tion of the preventive benefits provided to 
medicare beneficiaries under title XVIII of 
the Social Security Act to include medical 
nutrition therapy services by a registered di
etitian. 

(b) REPORT.-
(1) INITIAL REPORT.- Not later than 2 years 

after the date of the enactment of this Act, 
the Secretary shall submit a report on the 
findings of the analysis conducted under sub
section (a) to the Committee on Ways and 
Means and the Committee on Commerce of 
the House of Representatives and the Com
mittee on Finance of the Senate. 

(2) CONTENTS.- Such report shall include 
specific findings with respect to the expan
sion or modification of coverage of medical 
nutrition therapy services by a registered di
etitian for medicare beneficiaries regard
ing-

(A) cost to the medicare system; 
(B) savings to the medicare system; 
(C) clinical outcomes; and 
(D) short and long term benefits to the 

medicare system. 
(3) FUNDING.-From funds appropriated to 

the Department of Health and Human Serv
ices for fiscal years 1998 and 1999, the Sec
retary shall provide for such funding as may 
be necessary for the conduct of the analysis 
by the National Academy of Sciences under 
this section. 

MURKOWSKI AMENDMENT NO. 455 

Mr. DOMENIC! (for Mr. MURKOWSKI) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 130, line 3, strike " 2002" and insert 
"2007". 

ABRAHAM (AND LEVIN) 
AMENDMENT NO. 456 

Mr. DOMENIC! for Mr. ABRAHAM, (for 
himself and Mr. LEVIN) proposed an 
amendment to the bill, S. 947, supra; as 
follows: 

At the appropriate place in the bill, insert 
the following new section: 
SEC. . EXTENSION OF MORATORIUM. 

Section 6408(a)(3) of the Omnibus Budget 
Reconciliation Act of 1989, as amended by 
section 13642 of the Omnibus Budget Rec
onciliation Act of 1993 is amended by strik
ing "December 31, 1995" and inserting "De
cember 3, 2002.". 



12206 CONGRESSIONAL RECORD-SENATE June 24, 1997 
McCAIN (AND WYDEN) 
AMENDMENT NO. 460 

HARKIN (AND McCAIN) 
AMENDMENT NO. 457 

Mr. DOMENIC! (for Mr. HARKIN, for 
himself and Mr. McCAIN) proposed an 
amendment to the bill, S. 947, supra; as 
follows: 

At the end of the bill, add the following: 
SEC. . IMPROVING INFORMATION TO MEDICARE 

BENEFICIARIES. 
(a) CLARIFICATION OF REQUIREMENT To PRO

VIDE EXPLANATION OF MEDICARE BENEFITS.
Section 1804 of the Social Security Act (42 
U.S.C. 1395b-2) is amended by adding at the 
end the following new subsection: 

"(c)(l) The Secretary shall provide a state
ment which explains the benefits provided 
under this title with respect to each item or 
service for which payment may be made 
under this title which is furnished to an indi
vidual without regard to whether or not a de
ductible or coinsurance may be imposed 
against the individual with respect to such 
item or service. 

"(2) Each explanation of benefits provided 
under paragraph (1) shall include-

"(A) a statement which indicates that be
cause errors do occur and because medicare 
fraud, waste and abuse is a significant prob
lem, beneficiaries should carefully check the 
statement for accuracy and report any errors 
of questionable charges by calling the toll
free phone number described in (C) 

(B) a statement of the beneficiary 's right 
to request an itemized bill (as provided in 
section 1128A(n)); and 

"(C) a toll-free telephone number for re
porting errors, questionable charges or other 
acts that would constitute medicare fraud, 
waste, or abuse, which may be the same 
number as described in subsection (b).". 

(b) REQUEST FOR I'l'EMIZED BILL FOR MEDI
CARE ITEMS AND SERVICES.-

(1) IN GENERAL.-Section 1128A of the So
cial Security Act (42 U.S.C. 1320a-7a) is 
amended by adding at the end the following 
new subsection: 

"(m) WRITTEN REQUEST !<~OR ITEMIZED 
BILL.-

"(l) IN GENERAL.- A beneficiary may sub
mit a written request for an itemized bill for 
medical or other items or services provided 
to such beneficiary by any person (including 
an organization, agency, or other entity) 
that receives payment under title XVIII for 
providing such items for services to such 
beneficiary. 

"(2) 30-DAY PERIOD TO RECEIVE BILL.-
"(A) IN GENERAL.-Not later than 30 days 

after the date on which a request under para
graph (1) has been received, a person de
scribed in such paragraph shall furnish an 
itemized bill describing each medical or 
other item or service provided to the bene
ficiary requesting the itemized bill. 

"(B) PENALTY.-Whoever knowingly fails 
to furnish an itemized bill in accordance 
with subparagraph (A) shall be subject to a 
civil fine of not more than $100 for each such 
failure . 

"(3) REVIEW OF ITEMIZED BILL.-
"(A) IN GENERAL.-Not later than 90 days 

after the receipt of an itemized bill furnished 
under paragraph (1), a beneficiary may sub
mit a written request for a review of the 
itemized bill to the appropriate fiscal inter
mediary or carrier with a contract under sec
tion 1816 or 1842. 

"(B) SPECIFIC ALLEGATIONS.-A request for 
a review of the itemized bill shall identify

"(i) specific medical or other items or serv
ices that the beneficiary believes were not 
provided as claimed, or 

"(ii) any other billing irregularity (includ
ing duplicate billing). 

"(4) FINDINGS OF FISCAL INTERMEDIARY OR 
CARRIER.-Each fiscal intermediary or car
rier with a contract under section 1816 or 
1842 shall, with respect to each written re
quest submitted to the fiscal intermediary or 
carrier under paragraph (3), determine 
whether the itemized bill identifies specific 
medical or other items or services that were 
not provided as claimed or any other billing 
irregularity (including duplicate billing) 
that has resulted in unnecessary payments 
under title XVIII. 

"(5) RECOVERY OF AMOUNTS.-The Secretary 
shall require fiscal intermediaries and car
riers to take all appropriate measures to re
cover amounts unnecessarily paid under title 
XVIII with respect to a bill described in 
paragraph (4).". 

(e) EFFECTIVE DATE.- The amendments 
made by this section shall apply with respect 
to medical or other items or services pro
vided on or after January 1, 1998. 
SEC. . PROHIBITING UNNECESSARY AND WASTE

FUL MEDICARE PAYMENTS FORCER
TAIN ITEMS. 

Section 1861(v) of the Social Security Act 
is amended by adding at the end the fol
lowing new paragraph: 

"(8) ITEMS UNRELATED TO PATIENT 
CARE-

Reasonable costs do not include costs for 
the following: 

(i) entertainment; 
(11) gifts or donations; 
(iii) costs for fines and penalties resulting 

from violations Federal, State or local laws; 
and, 

(iv) education expenses for spouses or other 
dependents of providers of services, their em
ployees or contractors. 
SEC. . REDUCING EXCESSIVE BILLINGS AND 

UTILIZATION FOR CERTAIN ITEMS. 
Section 1834(a)(15) of the Social Security 

Act (42 U.S.C . 1395m(a)(15)) is amended by 
striking " Secretary may" both places it ap
pears and inserting " Secretary shall". 

HELMS AMENDMENTS NOS. 458-459 

Mr. DOMENIC! (for Mr. HELMS) pro
posed two amendments to the bill, S. 
947, supra; as follows: 

AMENDMENT NO. 458 
At the appropriate place in division 1 of 

title V. insert the following: 
SEC. . INCLUSION OF STANLY COUNTY, N.C. IN A 

LARGE URBAN AREA UNDER MEDI
CARE PROGRAM. 

(a) IN GENERAL.-For purposes of section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)), the large urban area of Char
lotte-Gastonia-Rock Hill-North Carolina
South Carolina may be deemed to include 
Stanly County, North Carolina. 

(b) EFFECTIVE DATE.- This section shall 
apply with respect to discharges occurring 
on or after October 1, 1997. 

AMENDMENT NO. 459 
At the appropriate place in division 1 of 

title V, insert the following: 
SEC .. INCLUSION OF STANLY COUNTY, N.C. IN A 

LARGE URBAN AREA UNDER MEDI
CARE PROGRAM. 

(a) IN GENERAL.-For purposes of section 
1886(d) of the Social Security Act (42 U.S.C. 
1395ww(d)), the large urban area of Char
lotte-Gastonia-Rock Hill-North Carolina
South Carolina be deemed to include Stanly 
County, North Carolina. 

(b) EFFECTIVE DATE.-This section shall 
apply with respect to discharges occurring 
on or after October 1, 1997. 

Mr. DOMENIC! (for Mr. McCAIN, for 
himself and Mr. WYDEN) proposed an 
amendment to the bill , S. 947, supra; as 
follows: 

On page 844, between lines 7 and 8, insert 
the following: 
SEC. 5768. CONTINUATION OF STATE-WIDE SEC

TION lll5 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section 1115 of the Social 

Security Act (42 U.S.C. 1315) is amended by 
adding at the end the following: 

"(d)(l) The provisions of this subsection 
shall apply to the extension of statewide 
comprehensive research and demonstration 
projects (in this subsection referred to as 
'waiver project') for which waivers of compli
ance with the requirements of title XIX are 
granted under subsection (a). With respect to 
a waiver project that, but for the enactment 
of this subsection, would expire, the State at 
its option may-

"(A) not later than 1 year before the waiv
er under subsection (a) would expire (acting 
through the chief executive officer of the 
State who is operating the project), submit 
to the Secretary a written request for an ex
tension of such waiver project for up to 3 
years; or 

"(B) permanently continue the waiver 
project if the project meets the requirements 
of paragraph (2). 

"(2) The requirements of this paragraph 
are that the waiver project-

"(A) has been successfully operated for 5 or 
more years; and 

"(B) has been shown, through independent 
evaluations sponsored by the Health Care Fi
nancing Administration, to successfully con
tain costs and provide access to health care. 

"(3)(A) In the case of waiver projects de
scribed in paragraph (l)(A), if the Secretary 
fails to respond to the request within 6 
months after the date on which the request 
was submitted, the request is deemed to have 
been granted. 

"(B) If the request is granted or deemed to 
have been granted, the deadline for sub
mittal of a final· report shall be 1 year after 
the date on which the waiver project would 
have expired but for the enactment of this 
subsection. 

"(C) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

"(D) Phase-down provisions which were ap
plicable to waiver projects before an exten
sion was provided under this subsection shall 
not apply. 

"(4) The extension of a waiver projec t 
under this subsection shall be on the same 
terms and conditions (including applicable 
terms and conditions related to quality and 
access of services, budget neutrality as ad
justed for inflation, data and reporting re
quirements and special population protec
tions), except for any phase down provisions, 
and subject to the same set of waivers that 
applied to the project or were granted before 
the extension of the project under this sub
section. The permanent continuation of a 
waiver project shall be on the same terms 
and conditions, including financing, and sub
ject to the same set of waivers . No test of 
budget neutrality shall be applied in the case 
of projects described in paragraph (2) after 
that date on which the permanent extension 
was granted. 

"(5) In the case of a waiver project de
scribed in paragraph (2), the Secretary, ac t
ing through the Health Care Financing Ad
ministration shall, deem any State's request 
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to expand medicaid coverage in whole or in 
part to individuals who have an income at or 
below the Federal poverty level as budget 
neutral if independent evaluations sponsored 
by the Health Care Financing Administra
tion have shown that the State's medicaid 
managed care program under such original 
waiver is more cost effective and efficient 
than the traditional fee-for-service medicaid 
program that, in the absence of any managed 
care waivers under this section, would have 
been provided in the State.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on the date of enactment of this Act. 

McCAIN (AND KERRY) 
AMENDMENT NO. 461 

Mr. DOMENIC! (for Mr. McCAIN, for 
himself and Mr. KERRY) proposed an 
amendment to the bill, S. 947, supra; as 
follows: 

On page 874, between lines 7 and 8, insert 
the following: 
SEC. 5817A TREATMENT OF CERTAIN AMERASIAN 

IMMIGRANTS AS REFUGEES. 
(a) AMENDMENTS TO EXCEPTIONS FOR REFU

GEES/ ASYLEES.-
(1) FOR PURPOSES OF SSI AND FOOD 

S'l'AMPS.-Section 402(a)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A)) 
is amended-

(A) by striking "; or" at the end of clause 
(ii); 

(B) by striking the period at the end of 
clause (iii) and inserting"; or"; and 

(C) by adding at the end the following: 
"(iv) an alien who is admitted to the 

United States as an Amerasian immigrant 
pursuant to section 584 of the Foreign Oper~ 
ations, Export Financing, and Related Pro
grams Appropriations Act, 1988 (as contained 
in section lOl(e) of Public Law 100-202 and 
amended by the 9th proviso under MIGRATION 
AND REFUGEE ASSISTANCE in title II of the 
Foreign Operations, Export Financing, and 
Related Programs Appropriations Act, 1989, 
Public Law 100-461, as amended).". 

(2) FOR PURPOSES OF TANF, SSBG, AND MED
ICAID.-Section 402(b)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A)) 
is amended-

(A) by striking "; or" at the end of clause 
(ii); 

(B) by striking the period at the end of 
clause (iii) and inserting "; or"; and 

(C) by adding at the end the following: 
"(iv) an alien described in subsection 

(a)(2)(A)(iv) until 5 years after the date of 
such alien's entry into the United States.". 

(3) FOR PURPOSES OF EXCEPTION FROM 5-
YEAR LIMITED ELIGIBILITY OF QUALIFIED 
ALIENS.-Section 403(b)(l) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1613(b)(l)) is 
amended by adding at the end the following: 

"(D) An alien described in section 
402(a)(2)(A)(iv).". 

(4) FOR PURPOSES OF CERTAIN STATE PRO
GRAMS.-Section 412(b)(l) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1622(b)(l)) is 
amended by adding at the end the following 
new subparagraph: 

"(D) An alien described in section 
402(a)(2)(A)(iv).' ' . 

(b) FUNDING.-
(1) LEVY OF FEE.- The Attorney General 

through the Immigration and Naturalization 
Service shall levy a $150 processing fee upon 
each alien that the Service determines-

(A) is unlawfully residing in the United 
States; 

(B) has been arrested by a Federal law en
forcement officer for the commission of a fel
ony; and 

(C) merits deportation after having been 
determined by a court of law to have com
mitted a felony while residing illegally in 
the United States. 

(2) COLLECTION AND USE.-In addition to 
any other penalty provided by law, a court 
shall impose the fee described in paragraph 
(1) upon an alien described in such paragraph 
upon the entry of a judgment of deportation 
by such court. Funds collected pursuant to 
this subsection shall be credited by the Sec
retary of the Treasury as offsetting in
creased Federal outlays resulting from the 
amendments made by section 5817A of the 
Balanced Budget Act of 1997. 

(c) EFFECTIVE DATE.-The amendments 
made by this section shall be effective with 
respect to the period beginning on or after 
October 1, 1997. 

JEFFORDS AMENDMENTS NOS. 462-
463 

Mr. DOMENIC! (for Mr. JEFFORDS) 
proposed two amendments to the bill, 
S. 947, supra; as follows: 

AMENDMENT NO. 462 
On page 685, after line 25, add the fol

lowing: 
SEC. . REQum.EMENT TO PROVIDE INFORMA· 

TION REGARDING CERTAIN COST
SHARING ASSISTANCE. 

(a) IN GENERAL.-Section 1804(a) (42 u.s.c. 
1395b-2(a)) is amended-

(1) in paragraph (2), by striking "and" at 
the end; 

(2) in paragraph (3), by striking the period 
and inserting " , and"; and 

(3) by adding at the end, the following: 
"(4) an explanation of the medicare cost 

sharing assistance described in section 
1905(p)(3)(A)(li) that is available for individ
uals described in section 1902(a)(10)(E)(iii) 
and information regarding how to request 
that the Secretary arrange to have an appli
cation for such assistance made available to 
an individual.". 

(b) EFFECTIVE DATE.-The information re
quired to be provided under the amendment 
made by subsection (a) applies to notices dis
tributed on and after October 1, 1997. 

AMENDMENT No. 463 
On page 852, between lines 12 and 13, insert 

the following: 
"(d) EVALUATION AND QUALITY ASSUR

ANCE.-
"(1) IN GENERAL.-Not later than 1 year 

after the date on which the Secretary ap
proves the program outline of a State, and 
annually thereafter, the State shall prepare 
and submit to the Secretary such informa
tion as the Secretary may require to enable 
the Secretary to evaluate the progress of the 
State with respect to the program outline. 
Such information shall address the manner 
in which the State in implementing the pro
gram outline has-

"(A) expanded health care coverage to low
income uninsured children; 

"(B) provided quality health care to low
income children; 

"(C) improved the health status of low-in
come children; 

" (D) served the health care needs of special 
populations of low-income children; and 

"(E) utilized available resources in a cost 
effective manner. 

''(2) AVAILABILITY OF EVALUATIONS.-The 
Secretary shall make the results of the eval
uations conducted under paragraph (1) avail
able to Congress and the States. 

"(3) REPORTS.-The Secretary shall annu
ally prepare and submit to the appropriate 
committees of Congress, and make available 
to the States, a report containing the find
ings of the Secretary as a result of the eval
uations conducted under paragraph (1) and 
the recommendations of the Secretary for 
achieving or exceeding the objectives of this 
title. 

BROWNBACK (AND KOHL) 
AMENDMENT NO. 464 

Mr. DOMENIC! (for Mr. BROWNBACK, 
for himself and Mr. KOHL) proposed an 
amendment to the bill, S. 947, supra; as 
follows: 

At the end of the __ , add the following: 
TITLE -BUDGET CONTROL 

SEC. _ 01. SHORT TITLE; PURPOSE. 
(a) SHORT TITLE.- This title may be cited 

as the "Bipartisan Budget Enforcement Act 
of 1997". 

(b) PURPOSE.-The purpose of this title is
(1) to ensure a balanced Federal budget by 

fiscal year 2002; 
(2) to ensure that the Bipartisan Budget 

Agreement is implemented; and 
(3) to create a mechanism to monitor total 

costs of direct spending programs, and, in 
the event that actual or projected costs ex
ceed targeted levels, to require the President 
and Congress to address adjustments in di
rect spending. 
SEC. 02. ESTABLISHMENT OF DIRECT SPEND· 

- ING TARGETS. 
(a) IN GENERAL.-The initial direct spend

ing targets for each of fiscal years 1998 
through 2002 shall equal total outlays for all 
direct spending except net interest as deter
mined by the Director of the Office of Man
agement and Budget (hereinafter referred to 
in this title as the "Director") under sub
section (b). 

(b) INITIAL REPORT BY DIRECTOR.-
(1) IN GENERAL.-Not later than 30 days 

after the date of .enactment of this title, the 
Director shall submit a report to Congress 
setting forth projected direct spending tar
gets for each of fiscal years 1998 through 2002. 

(2) PROJECTIONS AND ASSUMPTIONS.-The 
Director's projections shall be based on legis
lation enacted as of 5 days before the report 
is submitted under paragraph (1). The Direc
tor shall use the same economic and tech
nical assumptions used in preparing the con
current resolution on the budget for fiscal 
year 1998 (H.Con.Res. 84). 
SEC. 03. ANNUAL REVIEW OF DIRECT SPEND· 

- ING AND RECEIPTS BY PRESIDENT. 
As part of each budget submitted under 

section 1105(a) of title 31, United States 
Code, the President shall provide an annual 
review of direct spending and receipts, which 
shall lnclude-

(1) information on total outlays for pro
grams covered by the direct spending tar
gets, including actual outlays for the prior 
fiscal year and projected outlays for the cur
rent fiscal year and the 5 succeeding fiscal 
years; and 

(2) information on the major categories of 
Federal receipts, including a comparison be
tween the levels of those receipts and the 
levels projected as of the date of enactment 
of this title. 
SEC. 04. SPECIAL DIRECT SPENDING MES· 

-- SAGE BY PRESIDENT. 
(a) TRIGGER.- If the information submitted 

by the President under section __ 03 indi
cates-
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(1) that actual outlays for direct spending 

in the prior fiscal year exceeded the applica
ble direct spending target; or 

(2) that outlays for direct spending for the 
current or budget year are projected to ex
ceed the applicable direct spending targets, 
the President shall include in his budget a 
special direct spending message meeting the 
requirements of subsection (b). 

(b) CONTENTS.-
(1) INCLUSIONS.-The special direct spend

ing message shall include-
(A) an analysis of the variance in direct 

spending over the direct spending targets; 
and 

(B) the President's recommendations for 
addressing the direct spending overages, if 
any, in the prior, current, or budget year. 

(2) ADDITIONAL MATTERS.-The President's 
recommendations may consist of any of the 
following: 

(A) Proposed legislative changes to recoup 
or eliminate the overage for the prior, cur
rent, and budget years in the current year, 
the budget year, and the 4 outyears. 

(B) Proposed legislative changes to recoup 
or eliminate part of the overage for the 
prior, current, and budget year in the cur
rent year, the budget year, and the 4 out
years, accompanied by a finding by the 
President that, because of economic condi
tions or for other specified reasons, only 
some of the overage should be recouped or 
eliminated by outlay reductions or revenue 
increases, or both. 

(C) A proposal to make no legislative 
changes to recoup or eliminate any overage, 
accompanied by a finding by the President 
that, because of economic conditions or for 
other specified reasons, no legislative 
changes are warranted. 

(C) PROPOSED SPECIAL DIRECT SPENDING 
RESOLUTION.-If the President recommends 
reductions consistent with subsection 
(b)(2)(A) or (B), the special direct spending 
message shall include the text of a special 
direct spending resolution implementing the 
President's recommendations through rec
onciliation directives instructing the appro
priate committees of the House of Represent
atives and Senate to determine and rec
ommend changes in laws within their juris
dictions. If the President recommends no re
ductions pursuant to (b)(2)(C), the special di
rect spending message shall include the text 
of a special resolution concurring in the 
President's recommendation of no legislative 
action. 
SEC. _ 05. REQUIRED RESPONSE BY CONGRESS. 

(a) IN GENERAL.-It shall not be in order in 
the House of Representatives or the Senate 
to consider a concurrent resolution on the 
budget unless that concurrent resolution 
fully addresses the entirety of any overage 
contained in the applicable report of the 
President under section 04 through rec-
onciliation directives. - -

(b) WAIVER AND SUSPENSION.-This section 
may be waived or suspended in the Senate 
only by the affirmative vote of three-fifths 
of the Members, duly chosen and sworn. This 
section shall be subject to the provisions of 
section 258 of the Balanced Budget and 
Emergency Deficit Control Act of 1985. 

(c) APPEALS.-Appeals in the Senate from 
the decisions of the Chair relating to any 
provision of this section shall be limited to 1 
hour, to be equally divided between, and con
trolled by, the appellant and the manager of 
the bill or joint resolution, as the case may 
be. An affirmative vote of three-fifths of the 
Members of the Senate, duly chosen and 
sworn, shall be required in the Senate to sus
tain an appeal of the ruling of the Chair on 
a point of order raised under this section. 

SEC. 06. RELATIONSHIP TO BALANCED BUDG· 
- ET AND EMERGENCY DEFICIT CON· 

TROLACT. 
Reductions in outlays or increases in re

ceipts resulting from legislation reported 
pursuant to section 05 shall not be taken 
into account for purposes of any budget en
forcement procedures under the Balanced 
Budget and Emergency Deficit Control Act 
of 1985. 
SEC. 07. ESTIMATING MARGIN. 

For any fiscal year for which the overage 
is less than one-half of 1 percent of the direct 
spending target for that year, the procedures 
set forth in sections 04 and 05 shall 
not apply. 
SEC. 08. EFFECTIVE DATE. 

This title shall apply to direct spending 
targets for fiscal years 1998 through 2002 and 
shall expire at the end of fiscal year 2002. 

ALLARD AMENDMENT NO. 465 
Mr. DOMENIC! (for Mr. ALLARD) pro

posed an amendment to the bill, S. 947, 
supra as follows: 

On page 865, between lines 2 and 3, insert 
the following: 
SEC .. EXPANSION OF MEDICAL SAVINGS AC· 

COUNTS TO FAMILIES WITH UNIN· 
SURED CHILDREN. 

(a) IN GENERAL.-Section 220 of the Inter
nal Revenue Code of 1986 is amended by add
ing at the end the following new subsection: 

" (k) FAMILIES WITH UNINSURED CHIL
DREN.-

" (l) IN GENERAL.- In the case of an indi
vidual who has a qualified dependent as of 
the first day of any month-

" (A) WAIVER OF EMPLOYER REQUIREMENT.
Clause (iii) of subsection (c)(l)(A) shall not 
apply. 

" (B) WAIVER OF COMPENSATION LIMITA
TION.-Paragraph (4) of subsection (b) shall 
not apply. 

" (C) COORDINATION WITH EXCLUSION FOR EM
PLOYER CONTRIBUTIONS.-In lieu of the limi
tation of subsection (b)(5), the amount allow
able for a taxable year as a deduction under 
subsection (a) to such individual shall be re
duced (but not below zero) by the amount 
not includible in such individual 's gross in
come for such taxable year solely by reason 
of section 106(b). 

" (D) NUMERICAL LIMITATIONS.-Subsection 
(i) shall not apply to such individual if such 
individual is the account holder of a medical 
savings account by reason .of this subsection, 
and subsection (j) shall be applied without 
regard to any such medical savings account. 

" (2) QUALIFIED DEPENDENT.-For purposes 
of this subsection, the term 'qualified de
pendent' means a dependent (within the 
meaning of section 152) who-

" (A) has not attained the age of 19 as of the 
close of the calendar year in which the tax
able year of the taxpayer begins, and with 
respect to whom the taxpayer is entitled to 
a deduction for the taxable year under sec
tion 151(c), 

" (B) is covered by a high deductible health 
plan, and 

" (C) prior to such coverage, was a pre
viously uninsured individual (as defined by 
subsection (j)(3)). ". 

(b) EFFECTIVE DATE.- The amendment 
made by subsection (a) shall apply to taxable 
years ending after the date of the enactment 
of this Act. 

CHAFEE AMENDMENT NO. 466 
Mr. DOMENIC! (for Mr. CHAFEE) pro

posed an amendment to the bill, S. 947, 
supra; as follows: 

At the end of the bill, add the following: 
TITLE IX- COMMITTEE ON 

ENVIRONMENT AND PUBLIC WORKS 
SEC. 9001. NUCLEAR REGULATORY COMMISSION 

ANNUAL CHARGES. 

Section 6101 of the Omnibus Budget Rec
onciliation Act of 1990 (42 U.S.C. 2214) is 
amended-

(1) in subsection (a)(3), by striking " Sep
tember 30, 1998" and inserting " September 
30, 2002" ; and 

(2) in subsection (c)-
(A) by striking paragraph (2) and inserting 

the following: 
" (2) AGGREGATE AMOUNT OF CHARGES.-The 

aggregate amount of the annual charge col
lected from all licensees shall equal an 
amount that approximates 100 percent of the 
budget authority of the Commission for the 
fiscal year for which the charge is collected, 
less, with respect to the fiscal year, the sum 
of-

" (A) any amount appropriated to the Com
mission from the Nuclear Waste Fund; 

"(B) the amount of fees collected under 
subsection (b); and 

" (C) for fiscal year 1999 and each fiscal 
year thereafter, to the extent provided in 
paragraph (5) , the costs of activities of the 
Commission with respect to which a deter
mination is made under-paragraph (5). " ; and 

(B) by adding at the end the following: 
" (5) EXCLUDED BUDGET COSTS.-
" (A) IN GENERAL.-The rulemaking under 

paragraph (3) shall include a determination 
of the costs of activities of the Commission 
for which it would not be fair and equitable 
to assess annual charges on a Nuclear Regu
latory Commission licensee or class of li
censee. 

" (B) CONSIDERATIONS.- In making the de
termination under subparagraph (a), the 
Commission shall consider-

"(i) the extend to which activities of the 
Commission provide benefits to persons that 
are not licensees of the Commission; 

" (ii) the extent to which the Commission is 
unable to assess fees or charges on a licensee 
or class of licensee that benefits from the ac
tivities; and 

" (iii) the extent to which the costs to the 
Nuclear Regulatory Commission of activities 
are commensurate with the benefits provided 
to the licensees from the activities. 

" (C) MAXIMUM EXCLUDED COSTS.-The total 
amount of costs excluded by the Commission 
pursuant to the determination under sub
paragTaph (A) shall not exceed $30,000,000 for 
any fiscal year. '' . 

GRASSLEY AMENDMENT NO. 467 

Mr. DOMENIC! (for Mr. GRASSLEY) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 689, between lines 2 and 3, insert 
the following: 

" (iii) RELIGIOUS CHOICE.-The State, in per
mitting an individual to choose a managed 
care entity under clause (i) shall permit the 
individual to have access to appropriate 
faith-based facilities. With respect to such 
access, the State shall permit an individual 
to select a facility that is not a part of the 
network of the managed care entity if such 
network does not provide access to appro
priate faith-based facilities. A faith-based fa
cility that provides care under this clause 
shall accept the terms and conditions offered 
by the managed care entity to other pro
viders in the network. 
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KYL AMENDMENT NO. 468 

Mr. DOMENIC! (for Mr. KYL) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

On page 685, after line 25, add the fol
lowing: 
SEC .. FACILITATING THE USE OF PRIVATE CON

TRACTS UNDER THE MEDICARE 
PROGRAM. 

(a) IN GENERAL.-Title XVIII of the Social 
Security Act (42 U.S.C. 1395 et seq.) is 
amended by inserting after section 1804 of 
such Act (42 U.S.C. 1395b-2) the following: 

"CLARIFICATION OF PRIVATE CONTRACTS FOR 
HEALTH SERVICES 

" SEC. 1805. (a) IN GENERAL.-Nothing in 
this title shall prohibit a physician or an
other health care professional who does not 
provide items or services under the program 
under this title from entering into a private 
contract with a medicare beneficiary for 
health services for which no claim for pay
ment is to be submitted under this title. 

"(b) LIMITATION ON ACTUAL CHARGE NOT 
APPLICABLE.- Section 1848(g) shall not apply 
with respect to a health service provided to 
a medicare beneficiary under a contract de
scribed in subsection (a). 

"(c) DEFINITION OF MEDICARE BENE
FICIARY.-In this section, the term 'medicare 
beneficiary' means an individual who is enti
tled to benefits under part A or enrolled 
under part B. 

"(d) REPORT.-Not later than October 1, 
2001, the Administrator of the Health Care 
Financing Administration shall submit a re
port to Congress on the effect on the pro
gram under this title of private contracts en
tered into under this section. Such report 
shall include-

"(!) analyses regarding-
"(A) the fiscal impact of such contracts on 

total Federal expenditures under this title 
and on out-of-pocket expenditures by medi
care beneficiaries for health services under 
this title; and 

"(B) the quality of the health services pro
vided under such contracts; and 

"(2) recommendations as to whether medi
care beneficiaries should continue to be able 
to enter private contracts under this section 
and if so, what legislative changes, if any 
should be made to improve such contracts.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply with re
spect to contracts entered into on and after 
October 1, 1997. 

SPECTER (AND ROCKEFELLER) 
AMENDMENT NO. 469 

Mr. DOMENIC! (for Mr. SPECTER, for 
himself and Mr. ROCKEFELLER) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

Strike section 5544 and in its place insert 
the following: 
SEC. 5544. EXTENSION OF SLMB PROTECTION. 

(a) IN GENERAL.-Section 1902(a)(10)(E)(iii) 
(42 U.S.C. 1396a(a)(10)(E)(i11)) is amended by 
striking "and 120 percent in 1995 and years 
thereafter" and inserting ", 120 percent in 
1995 through 1997, 125 percent in 1998, 130 per
cent in 1999, 135 percent in 2000, 140 percent 
in 2001, 145 percent in 2002, and 150 percent in 
2003 and years thereafter'' . 

(b) 100 PERCENT FMAP.- Section 1905(b) (42 
U.S.C. 1396d(b)) is amended by adding at the 
end the following: "Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 

medical assistance for medical assistance de
scribed in section 1902(a)(10(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section.". 

(C) E FFECTIVE DATE.- The amendments 
made by this section apply on and after Oc
tober 1, 1997. 

SPECTER (AND OTHERS) 
AMENDMENT NO. 470 

Mr. DOMENIC! (for Mr. SPECTER for 
himself, Mr. LEVIN, Mr. LIEBERMAN, 
Mr. SMITH of Oregon, and Mr. ABRA
HAM) proposed an amendment to the 
bill, S. 947, supra; as follows: 

Beginning on page 778, strike line 1 and all 
that follows through pag3 779, line 23. 

SPECTER AMENDMENT NO. 471 
Mr. DOMENIC! (for Mr. SPECTER) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

Beginning on page 585, strike line 21 and 
all that follows through page 586, line 25. 

BURNS AMENDMENT NO. 472 

Mr. DOMENIC! (for Mr. BURNS) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

On page 999, between lines 15 and 16, insert 
the following: 

(f) NATIONAL DIRECTORY OF NEW HIRES.
Section 453(i)92) (42 U.S.C. 653(1)(2)) is amend
ed by adding at the end the following: "Infor
mation entered into such data base shall be 
deleted 6 months after the date of entry.". 

HUTCHINSON AMENDMENT NO. 473 
Mr. DOMENIC! (for Mr. HUTCHINSON) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

Beginning on page 929, strike line 20 and 
all that follows through page 930, line 14 and 
insert the following: 

(k) CLARIFICATION OF NUMBER OF INDIVID
UALS COUNTED AS PARTICIPATING IN WORK AC
TIVITIES.-Section 407 (42 u.s.c. 607) is 
amended-. 

(1) in subsection (c)-
(A) in paragraph (l)(A), by striking "(8)" ; 

and 
(B) in paragraph (2)(D)-
(1) in the heading, by striking "PARTICIPA

TION IN VOCATIONAL EDUCATION ACTIVITIES"; 
and 

(ii) by striking " determined to be engaged 
in work in the State for a month by reason 
of participation in vocational educational 
training or": and 

(2) by striking subsection (d)(8). 

McCAIN AMENDMENT NO. 474 

Mr. DOMENIC! (for Mr. MCCAIN) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

On page 92, beginning with line 6, strike 
through line 24 on page 128 and insert the fol
lowing: 
SEC. 3001. SPECTRUM AUCTIONS. 

(a) EXTENION AND EXPANSION OF AUCTION 
AUTHORITY.-

(1) IN GENERAL.- Section 309(j) of the Com
municat ions Act of 1934 (47 U.S.C. 309(j) is 
amended-

( A) by striking paragraphs (1) and (2) and 
inserting in lieu thereof the following: 

"(l) GENERAL AUTHORITY.-If mutually ex
clusive applications are accepted for any ini
tial license or construction permit that will 
involve an exclusive use of the electro
magnetic spectrum, then, except as provided 
in paragraph (2), the Commission shall grant 
the license or permit to a qualified applicant 
through a system of competitive bidding 
that meets the requirements of this sub
section. The Commission, subject to para
graphs (2) and (7) of this subsection, also 
may use auctions as a means to assign spec
trum when it determines that such an auc
tion is consistent with the public interest, 
convenience, and necessity, and the purposes 
of this Act. 

"(2) EXCEPTIONS.-The competitive bidding 
authority granted by this subsection shall 
not apply to a license or construction permit 
the Commission issues-

"(A) for public · safety services, including 
private internal radio services used by State 
and local governments and non-government 
entities that---

" (1) are used to protect the safety of life, 
health, or property; and 

"(ii) are not made commercially available 
to the public; 

"(B) for public telecommunications serv-. 
ices, as defined in section 397(14) of this Act, 
when the license application is for channels 
reserved for noncommercial use; 

"(C) for spectrum and associated orbits 
used in the provision of any communications 
within a global satellite system; 

"(D) for initial licenses or construction 
permits for new digital television service 
given to existing terrestrial broadcast li
censees to replace their current television li
censes; 

''(E) for terrestrial radio and television 
broadcasting when the Commission deter
mines that an alternative method of resolv
ing mutually exclusive applications serves 
the public interest substantially better than 
competitive bidding; or 

"(F) for spectrum allocated for unlicensed 
use pursuant to part 15 of the Commission's 
regulations (47 C.F.R. part 15), if the com
petitive bidding for licenses would interfere 
with operation of end-user products per
mitted under such regulations."; 

(B) by striking " 1998" in paragraph (11) and 
inserting " 2007"; and 

(C) by inserting after paragraph (13) the 
following: 

"(14) OUT-OF-BAND EFFECTS.-The Commis
sion and the National Telecommunications 
and Information Administration shall seek 
to create incentives to minimize the effects 
of out-of-band emissions to promote more ef
ficient use of the electromagnetic spectrum. 
The Commission and the National Tele
communications and Information Adminis
tration also shall encourage licensees to 
minimize the effects of interference.". 

(2) CONFORMING AMENDMENTS.-Subsection 
(i) of section 309 of the Communications Act 
of 1934 is repealed. 

(b) AUCTION OF 45 MEGAHERTZ LOCATED AT 
1,710-1,755 MEGAHERTZ.-

(!) IN GENERAL.-The Commission shall as
sign by competitive bidding 45 megahertz lo
cated at 1,710-1,755 megahertz no later than 
December 31, 2001, for commercial use. 

(2) FEDERAL GOVERNMENT USERS.-Any Fed
eral government station that, on the date of 
enactment of this Act, is assigned to use 
electromagnetic spectrum located in the 
1,710-1,755 megahertz band shall retain that 
use until December 31, 2003, unless exempted 
from relocation. 

(c) COMMISSION To MAKE ADDITIONAL SPEC
'rRUM AVAILABLE BY AUCTION.-
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(1) IN GENERAL.- The Federal Communica

tions Commission shall complete all actions 
necessary to permit the assignment, by Sep
tember 30, 2002, by competitive bidding pur
suant to section 309(j) of the Communica
tions Act of 1934 (47 U.S.C. 309(j)), of licenses 
for the use of bands of frequencies currently 
allocated by the Commission that-

(A) in the aggregate span not less than 55 
megahertz; 

(B) are located below 3 gigahertz; and 
(C) as of the date of enactment of this Act, 

have not been-
(i) designated by Commission regulation 

for assignment pursuant to section 309(j); 
(ii) identified by the Secretary of Com

merce pursuant to section 113 of the Na
tional Telecommunications and Information 
Administration Organization Act (47 U.S.C. 
923); or 

(III) allocated for Federal Government use 
pursuant to section 305 of the Communica
tions Act of 1934 (47 U.S.C. 305). 

(2) CRITERIA FOR REASSIGNMENT.-In mak
ing available bands of frequencies for com
petitive bidding pursuant to paragraph (1), 
the Commission shall-

(A) seek to promote the most efficient use 
of the electromagnetic spectrum; 

(B) consider the cost to incumbent licens
ees of relocating existing uses to other bands 
of frequencies or other means of communica
tion; 

(C) consider the needs of public safety 
radio services; 

(D) comply with the requirements of inter
national agreements concerning spectrum 
allocations; and 

(E) coordinate with the Secretary of Com
merce when there is any impact on Federal 
Government spectrum use. 

(3) NOTIFICA'l'ION TO THE SECRETARY OF COM
MERCE.-The Commission shall attempt to 
accommodate incumbent licensees displaced 
under this section by relocating them to 
other frequencies available to the Commis
sion. The Commission shall notify the Sec
retary of Commerce whenever the Commis
sion is not able to provide for the effective 
relocation of an incumbent licensee to a 
band of frequencies available to the Commis
sion for assignment. The notification shall 
include-

(A) specific information on the incumbent 
licensee; 

(B) the bands the Commission considered 
for relocation of the licensee; and 

(C) the reasons the incumbent cannot be 
accommodated in these bands. 

(4) REPORT TO THE SECRETARY OF COM.
MERCE.-

(A) TECHNICAL REPORT.-The Commission, 
in consultation with the National Tele
communications and Information Adminis
tration, shall submit a detailed technical re
port to the Secretary of Commerce setting 
forth-

(i) the reasons the incumbent licensees de
scribed in paragraph (5) could not be accom
modated in existing non-government spec
trum; and 

(ii) the Commission's recommendations for 
relocating those incumbents. 

(B) NTIA USE OF REPORT.-The National 
Telecommunications and Information Ad
ministration shall review this report when 
assessing whether a commercial licensee can 
be accommodated by being reassigned to a 
frequency allocated for government use. 

(d) IDENTIFICATION AND REALLOCATION OF 
FREQUENCIES.-

(1) IN GENERAL.-Section 113 of the Na
tional Telecommunications and Information 
Administration Organization Act (47 U.S.C. 

901 et seq.) is amended by adding at the end 
thereof the following: 

"(f) ADDITIONAL REALLOCATION REPORT.-If 
the Secretary receives a report from the 
Commission pursuant to section 300l(c)(6) of 
the Balanced Budget Act of 1997, the Sec
retary shall submit to the President, the 
Congress, and the Commission a report with 
the Secretary's recommendations. 

"(g) REIMBURSEMENT OF FEDERAL SPEC
TRUM USERS FOR RELOCATION COSTS.-

" (l) IN GENERAL.-
"(A) ACCEPTANCE OF COMPENSATION AU

THORIZED.-In order to expedite the efficient 
use of the electromagnetic spectrum, and 
notwithstanding section 3302(b) of title 31, 
United States Code, any Federal entity that 
operates a Federal Government station that 
has been identified by NTIA for relocation 
may accept payment, including in-kind com
pensation and shall be reimbursed if required 
to relocate by the service applicant, pro
vider, licensee, or representative entering 
the band as a result of a license assignment 
by the Commission or otherwise authorized 
by Commission rules. 

"(B) DUTY TO COMPENSATE OUSTED FEDERAL 
ENTITY.-Any such service applicant, pro
vider, licensee, or representative shall com
pensate the Federal entity in advance for re
locating through monetary or in-kind pay
ment for the cost of relocating the Federal 
entity's operations from one or more electro
magnetic spectrum frequencies to any other 
frequency or frequencies, or to any other 
telecommunications transmission media. 

''(C) COMPENSABLE COSTS.-Compensation 
shall include, but not be limited to, the costs 
of any modification, replacement, or 
reissuance of equipment, facilities, operating 
manuals, regulations, or other relocation ex
penses incurred by that entity. 

"(D) DISPOSITION OF PAYMENTS.-Payments, 
other than in-kind compensation, pursuant 
to this section shall be deposited by elec
tronic funds transfer in a separate agency 
account or accounts which shall be used to 
pay directly the costs of relocation, to repay 
or make advances to appropriations or funds 
which do or will initially bear all or part of 
such costs, or to refund excess sums when 
necessary, and shall remain available until 
expended. 

"(E) APPLICATION TO CERTAIN OTHER RELO
CATIONS.-The provisions of this paragraph 
also apply to any Federal entity that oper
ates a Federal Government station assigned 
to use electromagnetic spectrum identified 
for rellocation under subsection (a), if before 
the date of enactment of the Balanced Budg
et Act of 1997 the Commission has not identi
fied that spectrum for service or assigned li
censes or otherwise authorized service for 
that spectrum. 

"(2) PETITIONS FOR RELOCATION.-Any per
son seeking to relocate a Federal Govern
ment station that has been assigned a fre
quency within a band allocated for mixed 
Federal and non-Federal use under this Act 
shall submit a petition for relocation to 
NTIA. The NTIA shall limit or terminate the 
Federal Government station's operating li
cense within 6 months after receiving the pe
tition if the following requirements are met: 

"(A) The proposed relocation is consistent 
with obligations undertaken by the United 
States in international agreements and with 
United States national security and public 
safety interests. 

"(B) The person seeking relocation of the 
Federal Government station has guaranteed 
to defray entirely, through payment in ad
vance, advance in-kind payment of costs, or 
a combination of payment in advance and 

advance in-kind payment, all relocation 
costs incurred by the Federal entity, includ
ing, but not limited to, all engineering, 
equipment, site acquisition and construc
tion, and regulatory fee costs. 

"(C) The person seeking relocation com
pletes all activities necessary for imple
menting the relocation, including construc
tion of replacement facilities (if necessary 
and appropriate and identifying and obtain
ing on the Federal entity's behalf new fre
quencies for use by the relocated Federal 
Government station (if the station is not re
locating to spectrum reserved exclusively for 
Federal use). 

"(D) Any necessary replacement facilities, 
equipment modifications, or other changes 
have been implemented and tested by the 
Federal entity to ensure that the Federal 
Government station is able to accomplish 
successfully its purposes including maintain
ing communication system performance. 

"(E) The Secretary has determined that 
the proposed use of any spectrum frequency 
band to which a Federal entity relocates its 
operations is suitable for the technical char
acteristics of the band and consistent with 
other uses of the band. In exercising author
ity under this subparagraph, the Secretary 
shall consult with the Secretary of Defense, 
the Secretary of State, and other appro
priate Federal officials. 

"(3) RIGHT TO RECLAIM.-If within one year 
after the relocation of a Federal Government 
station, the Federal entity affected dem
onstrates to the Secretary and the Commis
sion that the new facilities or spectrum are 
not comparable to the facilities or spectrum 
from which the Federal Government station 
was relocated, the person who sought the re
location shall take reasonable steps to rem
edy any defects or pay the Federal entity for 
the costs of returning the Federal Govern
ment station to the electromagnetic spec
trum from which the station was relocated. 

"(h) FEDERAL ACTION TO EXPEDITE SPEC
'rRUM TRANSFER.-Any Federal Government 
station which operates on electromagnetic 
spectrum that has been identified for re
allocation under this Act for mixed Federal 
and non-Federal use in any reallocation re
port under subsection (a), to the maximum 
extent practicable through the use of sub
section (g) and any other applicable law, 
shall take prompt action to make electro
magnetic spectrum available for use in a 
manner that maximizes efficient use of the 
electromagnetic spectrum. 

"(i) FEDERAL SPECTRUM ASSIGNMENT RE
SPONSIBILITY .-This section does not modify 
NTIA's authority under section 103(b)(2)(A) 
of this Act. 

"(j) DEFINITIONS.-As used in this section
"(l) the term 'Federal entity' means any 

department, agency, or instrumentality of 
the Federal Government that utilizes a Gov
ernment station license obtained under sec
tion 305 of the 1934 Act (47 U.S.C. 305); 

"(2) the term 'digital television services ' 
means television services provided using dig
ital technology to enhance audio quality and 
video resolution, as further defined in the 
Memorandum Opinion, Report, and Order of 
the Commission entitled 'Advanced Tele
vision Systems and Their Impact Upon the 
Existing Television Service,' MM Docket No. 
87- 268 and any subsequent FCC proceedings 
dealing with digital television; and 

"(3) the term 'analog television licenses ' 
means licenses issued pursuant to 47 CFR 
73.682 et seq .. ". 

(2) Section 114(a) of that Act (47 U.S.C. 
924(a)) is amended by striking "(a) or (d)(l)" 
and inserting "(a), (d)(l), or (f)". 
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(e) IDENTIFICATION AND REALLOCATION OF 

AUCTIONABLE FREQUENCIES.-
(1) SECOND REPORT REQUIRED.- Section 

113(a) of the National Telecommunications 
and Information Administration Organiza
tion Act (47 U.S.C. 923(a)) is amended by in
serting "and within 6 months after the date 
of enactment of the Balanced Budget Act of 
1997" after "Act of 1993". 

(2) IN GENERAL.- Section 113(b) of the Na
tional Telecommunications and Information 
Administration Organization Act (47 U.S.C. 
923(b)) is amended-

(A) by striking the caption of paragraph (1) 
and inserting " INITIAL REALLOCATION RE
PORT.-"; 

(B) by inserting "in the initial report re
quired by subsection (a)" after "recommend 
for reallocation" in paragraph (1); 

(C) by inserting "or (3)" after "paragraph 
(1)" each place it appears in paragraph (2); 
and 

(D) by adding at the end thereof the fol
lowing: 

"(3) SECOND REALLOCATION REPORT.-The 
Secretary shall make available for realloca
tion a total of 20 megahertz in the second re
port required by subsection (a), for use other 
than by Federal Government stations under 
section 305 of the 1934 Act (47 U.S.C. 305), 
that is located below 3 gigahertz and that 
meets the criteria specified in paragraphs (1) 
through (5) of subsection (a)." . 

(3) ALLOCATION AND ASSIGNMENT.- Section 
115 of that Act (47 U.S.C. 925) is amended-

(A) by striking "the report required by sec
tion 113(a)" in subsection (b) and inserting 
" the initial reallocation report required by 
section 113(a)"; and 

(B) by adding at the end thereof the fol
lowing: 

"(c) ALLOCATION AND ASSIGNMENT OF FRE
QUENCIES IDENTIFIED IN THE SECOND ALLOCA
TION REPORT.-

"(l) PLAN.-Within 12 months after it re
ceives a report from the Secretary under sec
tion 113(f) of this Act, the Commission 
shall-

"(A) submit a plan, prepared in coordina
tion with the Secretary of Commerce, to the 
President and to the Senate Committee on 
Commerce, Science, and Transportation and 
the House of Representatives Committee on 
Commerce, for the allocation and assign
ment under the 1934 Act of frequencies iden
tified in the report; and 

"(B) implement the plan. 
"(2) CONTENTS.-The plan prepared by the 

Commission under paragraph (1) shall con
sist of a schedule of reallocation and assign
ment of those frequencies in accordance with 
section 309(j) of the 1934 Act in time for the 
assignment of those licenses or permits by 
September 30, 2002.' '. 
SEC. 3002. DIGITAL TELEVISION SERVICES. 

Section 309(j) of the Communications Act 
of 1934 (47 U.S.C. 309(j)) is amended by adding 
at the end thereof the following: 

"(15) AUCTION OF RECAPTURED BROADCAST 
TELEVISION SPECTRUM AND POTENTIAL DIGITAL 
TELEVISION LICENSE FEES.-

"(A) LIMITATIONS ON TERMS OF TERRESTRIAL 
TELEVISION BROADCAST LICENSES.-

"(i) A television license that authorizes 
analog television services may not be re
newed to authorize such services for a period 
that extends beyond December 31, 2006. The 
Commission shall extend or waive this date 
for any station in any television market un
less 95 percent of the television households 
have access to digital local television sig
nals, either by direct off-air reception or by 
other means. 

"(ii) A commercial digital television li
cense that is issued shall expire on Sep-

tember 30, 2003. A commercial digital tele
vision license shall be re-issued only subject 
to fulfillment of the licensee's obligations 
under subparagraph (C). 

" (iii) No later than December 31, 2001, and 
every 2 years thereafter, the Commission 
shall report to Congress on the status of dig
ital television conversion in each television 
market. In preparing this report, the Com
mission shall consult with other depart
ments and agencies of the Federal govern
ment. The report shall contain the following 
information: 

" (I) Actual consumer purchases of analog 
and digital television receivers, including 
the price, availability, and use of conversion 
equipment to allow analog sets to receive a 
digital signal. 

"(II) The percentage of television house
holds in each market that has access to dig
ital local television signals as defined in 
paragraph (a)(l), whether such access is at
tained by direct off-air reception or by some 
other means. 

"(II) The cost to consumers of purchasing 
digital television receivers (or conversion 
equipment to prevent obsolescence of exist
ing analog equipment) and other related 
changes in the marketplace such as increases 
in the cost of cable converter boxes. 

"(B) SPECTRUM REVERSION AND RESALE.
"(i) The Commission shall-
"(!) ensure that, as analog television li

censes expire pursuant to subparagraph 
(A)(i), each broadcaster shall return electro
magnetic spectrum according to the Com
mission's direction; and 

"(II) reclaim and organize the electro
magnetic spectrum in a manner to maximize 
the deployment of new and existing services. 

"(ii) Licenses for new services occupying 
electromagnetic spectrum previously used 
for the broadcast of analog television shall 
be selected by competitive bidding. The 
Commission shall start the competitive bid
ding process by July 1, 2001, with payment 
pursuant to the competitive bidding rules es
tablished by the Commission. The Commis
sion shall report the total revenues from the 
competitive bidding by January 1, 2002. 

" (C) DEFINITIONS.-As used in this para
graph-

"(i) the term 'digital television services' 
means television services provided using dig
ital technology to enhance audio quality and 
video r esolution, as further defined in the 
Memorandum Opinion, Report, and Order of 
the Commission entitled 'Advanced Tele
vision Systems and their Impact Upon the 
Existing Television Service,' MM Docket No. 
87-268 and any subsequent Commission pro
ceedings dealing with digital television; and 

"(ii) the term 'analog television licenses' 
means licenses issued pursuant to 47 CFR 
73.682 et seq .. " . 
SEC. 3003. ALLOCATION AND ASSIGNMENT OF 

NEW PUBLIC SAFETY AND COMMER
CIAL LICENSES. 

(a) IN GENERAL.- The Federal Communica
tions Commission, not later than January 1, 
1998, shall allocate from electromagnetic 
spectrum between 746 megahertz and 806 
megahertz-

(1) 24 megahertz of that spectrum for pub
lic safety services according to terms and 
conditions established by the Commission, in 
consultation with the Secretary of Com
merce and the Attorney General; and 

(2) 36 megahertz of that spectrum for com
mercial purposes to be assigned by competi
tive bidding. 

(b) ASSIGNMENT.-The Commission shall
(1) commence assignment of the licenses 

for public safety created pursuant to sub-

section (a) no later than September 30, 1998; 
and 

(2) commence competitive bidding for the 
commercial licenses created pursuant to sub
section (a) no later than March 31, 1998. 

(C) LICENSING OF UNUSED FREQUENCIES FOR 
PUBLIC SAFETY RADIO SERV!CES.-

(1) USE OF UNUSED CHANNELS FOR PUBLIC 
SAFETY.-It shall be the policy of the Federal 
Communications Commission, notwith
standing any other provision of this Act or 
any other law, to waive whatever licensee 
eligibj.lity and other requirements (including 
bidding requirements) are applicable in order 
to permit the use of unassigned frequencies 
for public safety purposes by a State or local 
government agency upon a showing that-

(A) no other existing satisfactory public 
safety channel is immediately available to 
satisfy the requested use; 

(B) the proposed use is technically feasible 
without causing harmful interference to ex
isting stations in the frequency band enti
tled to protection from such interference 
under the rules of the Commission; and 

(C) use of the channel for public safety pur
poses is consistent with other existing public 
safety channel allocations in the geographic 
area of proposed use. 

(2) APPLICABILITY.-Paragraph (1) shall 
apply to any application-

(A) is pending before the Commission on 
the date of enactment of this Act; 

(B) was not finally determined under sec
tion 402 or 405 of the Communications Act of 
1934 (47 U.S.C. 402 or 405) on May 15, 1997; or 

(C) is filed after May 15, 1997. 
( d) PROTECTION OF BROADCAST TV LICENS

EES DURING DIGITAL TRANSITION.-Publlc 
safety and commercial licenses granted pur
suant to this subsection-

(1) shall enjoy flexibility in use, subject 
to-

( A) interference limits set by the Commis
sion at the boundaries of the electro
magnetic spectrum block and service area; 
and 

(B) any additional technical restrictions 
imposed by the Commission to protect full
service analog and digital television licenses 
during a transition to digital television; 

(2) may aggregate multiple licenses to cre
ate larger spectrum blocks and service areas; 

(3) may disaggregate or partition licenses 
to create smaller spectrum blocks or service 
areas; and 

( 4) may transfer a license to any other per
son qualified to be a licensee. 

(e) PROTECTION OF PUBLIC SAFETY LICENS
EES DURING DIGITAL TRANSITION.-The Com
mission shall establish rules insuring that 
public safety licensees using spectrum re
allocated pursuant to subsection (a)(l) shall 
not be subject to harmful interference from 
television broadcast licensees. 

(f) DIGITAL TELEVISION ALLOTMENT.- In as
signing temporary transitional digital li
censes, the Commission shall-

(1) minimize the number of allotments be
tween 746 and 806 megahertz and maximize 
the amount of spectrum available for public 
safety and new services; 

(2) minimize the number of allotments be
tween 698 and 746 megahertz in order to fa
cilitate the recovery of spectrum at the end 
of the transition; 

(3) consider minimizing the number of al
lotments between 54 and 72 megahertz to fa
cilitate the recovery of spectrum at the end 
of the transition; and 

(4) develop an allotment plan designed to 
recover 79 megahertz of spectrum to be as
signed by competitive bidding, in addition to 
the 60 megahertz identified in paragraph (a) 
of this subsection. 
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ROCKEFELLER (AND WYDEN) 

AMENDMENT NO. 478 
(g) INCUMBENT BROADCAST LICENSEES.- Any 

person who holds an analog television license 
or a digital television license between 746 
and 806 megahertz---

(1) may not operate at that frequency after 
the date on which the digital television serv
ices transition period terminates, as deter
mined by the Commission; and 

(2) shall surrender immediately the license 
or permit to construct pursuant to Commis
sion rules. 

(h) DEFINITIONS.-For purposes of this sec
tion-

(1) COMMISSION.-The term " Commission" 
means the Federal Communications Com
mission. 

(2) DIGITAL TELEVISION (DTV) SERVICE.-The 
term "digital television (DTV) service" 
means terrestrial broadcast services pro
vided using digital technology to enhance 
audio quality and video resolution, as fur
ther defined in the Memorandum Opinion, 
Report, and Order of the Commission enti
tled "Advanced Television Systems and 
Their Impact Upon the Existing Television 
Service," MM Docket No. 87-268, or subse
quent findings of the Commission. 

(3) DIGITAL 'l'ELEVISION LICENSE.-The term 
" digital television license" means a full
service license issued pursuant to rules 
adopted for digital television service. 

(4) ANALOG TELEVISION LICENSE.-The term 
"analog television license" means a full
service license issued pursuant to 47 CFR 
73.682 et seq. 

(5) PUBLIC SAFETY SERVICES.-The term 
"public safety services" means services 
whose sole or principal purpose is to protect 
the safety of life, health, or property. 

(6) SERVICE AREA.-The term " service 
area" means the geographic area over which 
a licensee may provide service and is pro
tected from interference. 

(7) SPECTRUM BLOCK.-The term "spectrum 
bloc.K" means the range of frequencies over 
which the apparatus licensed by the Commis
sion is authorized to transmit signals. 
SEC. 3004. FLEXIBLE USE OF ELECTROMAGNETIC 

SPECTRUM. 
Section 303 of the Communications Act of 

1934 (47 U.S. 303) is amended by adding at the 
end thereof the following: 

" (y) Shall allocate electromagnetic spec
trum so as to provide flexibility of use, ex
cept-

" (1) as required by international agree
ments relating to global satellite systems or 
other telecommunication services to which 
the United States is a party; 

"(2) as required by public safety alloca
tions; 

" (3) to the extent that the Commission 
finds, after notice and an opportunity for 
public comment, that such an allocation 
would not be in the public interest; 

" (4) to the extent that flexible use would 
retard investment in communications serv
ices and systems, or technology development 
thereby lessening the value of the electro
magnetic spectrum; or 

" (5) to the extent that flexible use would 
result in harmful interference among 
users. " . 

LAUTENBERG AMENDMENT NO. 475 
Mr. LA UTENBERG proposed an 

amendment to the bill, S. 947, supra; as 
follows: 

On page 871, strike lines 9-11. 

KERREY AMENDMENT NO. 476 
Mr. LA UTENBERG (for Mr. KERREY) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

At the appropriate place in the bill insert 
the following: 
SEC. • RESERVE PRICE. 

In any auction conducted or supervised by 
the Federal Communications Commission 
(hereinafter the Commission) for any license, 
permit or right which has value, a reason
able reserve price shall be set by the Com
mission for each unit in the auction. The re
serve price shall establish a minimum bid for 
the unit to be auctioned. If no bid is received 
above the reserve price for a unit, the unit 
shall be retained. The Commission shall re
assess the reserve price for that unit and 
place the unit in the next scheduled or next 
appropriate auction. 

DURBIN (AND OTHERS) 
AMENDMENT NO. 477 

Mr. LAUTENBERG (for Mr. DURBIN, 
for himself, Mr. WELLSTONE, and Mrs. 
BOXER) proposed an amendment to the 
bill, S. 947, supra; as follows: 

At the end of title I, add the following: 
SEC. 10. FOOD STAMP BENEFITS FOR CHILD JM. 

MIGRANTS. 
(a) IN GENERAL.-Section 402(a)(2) of the 

Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)) is amended by adding at the end 
the following: 

" (E) CHILD IMMIGRANTS.-In the case of the 
program specified in paragraph (3)(B), para
graph (1) shall not apply to a qualified alien 
who is under 18 years of age. " . 

(b) ALLOCATION OF ADMINISTRATIVE 
COSTS.-Section 408(a) of the Social Security 
Act (42 U.S.C. 608(a)) is amended by adding at 
the end the following: 

" (12) DESIGNATION OF GRANTS UNDER THIS 
PART AS PRIMARY PROGRAM IN ALLOCATING AD
MINISTRATIVE COSTS--

" (A) IN GENERAL.-Notwithstanding any 
other provision of law, a State shall des
ignate the program funded under this part as 
the primary program for the purpose of allo
cating costs incurred in serving families eli
gible or applying for benefits under the State 
program funded under this part and any 
other Federal means-tested benefits. 

" (B) ALLOCATION OF COSTS.- -
" (i) IN GENERAL.-The Secretary shall re

quire that costs described in subparagraph 
(A) be allocated in the same manner as the 
costs were allocated by State agencies that 
designated part A of title IV as the primary 
program for the purpose of allocating admin
istrative costs before August 22, 1996. 

" (iii) FLEXIBLE ALLOCATION.-The Sec
retary may allocate costs under clause ( i) 
differently, if a State can show good cause 
for or evidence of increased costs, to the ex
tent that the administrative costs allocated 
to the primary program are not reduced by 
more than 33 percent. 

" (13) FAILURE TO ALLOCA'rE ADMINISTRATIVE 
COSTS TO GRANTS PROVIDED UNDER THIS 
PART.- If the Secretary determines that, 
with respect to a preceding fiscal year, a 
State has not allocated administrative costs 
in accordance with paragraph (12), the Sec
retary shall reduce the grant payable to the 
State under section 403(a)(l) for the suc
ceeding fiscal year by an amount equal 
to--

"(A) the amount the Secretary determines 
should have been allocated to the program 
funded under this part in such preceding fis
cal year; minus 

" (B) the amount that the State allocated 
to the program funded under this part in 
such preceding fiscal year. " . 

Mr. LA UTENBERG (for Mr. ROCKE..: 
FELLER, for himself and Mr. WYDEN) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 214, strike lines 21 through 24 and 
insert the following: 

" (3) EXCEPTION FOR MSA PLANS AND UNRE
STRICTED FEE-FOR-SERVICE PLANS.-

" (A) IN GENERAL.-Except as provided in 
subparagraph (B), paragraphs (1) and (2) do 
not apply to an MSA plan or an unrestricted 
fee-for-service plan. 

" (B) APPLICATION OF BALANCE BILLING FOR 
PHYSICIAN SERVICES.- Section 1848(g) shall 
apply to the provision of physician services 
(as defined in section 1848(j)(3)) to an indi
vidual enrolled in an unrestricted fee-for
service plan under this title in the same 
manner as such section applies to such serv
ices that are provided to an individual who is 
not enrolled in a Medicare Choice plan under 
this title. 

DODD AMENDMENT NO. 479 
Mr. LAUTENBERG (for Mr. DODD) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 874, between lines 7 and 8, insert 
the following: 
SEC. 5817A. CONTINUATION OF MEDICAID ELIGI

BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 
1902(a)(10)(A)(i)(II) (42 U.S.C. 
1396a(a)(10)(A)(i)(II)) is amended by inserting 
" (or were being paid as of the date of enact
ment of section 211(a) of the Personal Re
sponsibility and Work Opportunity Act of 
1996 (Public law 104-193; 110 Stat. 2188) and 
would continue to be paid but for the enact
ment of that section)" after " title XVI". 

(b) OFFSET.-Section 2103(b) of the Social 
Security Act (as added by section 5801) is 
amended--

(1) in paragraph (2), by striking " and" and 
at the end; 

(2) in paragraph (3), by striking the period 
and inserting " ; and" ; and 

(3) by adding at the end the following: 
"(4) the amendment made by section 

5817A(a) of the Balanced Budget Act of 1997 
(relating to continued eligibility for certain 
disabled children). ". 

(C) EFFECTIVE DATE.- The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

MURRAY (AND WELLSTONE) 
AMENDMENT NO. 480 

Mr. LA UTENBERG (for Mrs. MUR
RAY, for herself and Mr. WELLSTONE) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 960, between lines 3 and 4, insert 
the following: 
SEC. . PROTECTING VICTIMS OF FAMILY 

VIOLENCE. 
(a) FINDINGS.- Congress finds that-
(1) the intent of Congress in amending part 

A of title IV of the Social Security Act (42 
U.S.C. 601 et seq.) in section 103(a) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (Public Law 104-
193; 110 Stat 2112) was to allow States to take 
into account the effects of the epidemic of 
domestic violence in establishing their wel
fare programs, by giving States the flexi
bility to grant individual, temporary waivers 
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for good cause to victims of domestic vio
lence who meet the criteria set forth in sec
tion 402(a)(7)(B) of the Social Security Act 
(42 U.S.C. 602(a)(7)(B)); 

(2) the allowance of waivers under such 
sections was not intended to be limited by 
other, separate, and independent provisions 
of part A of title IV of the Social Security 
Act (42 U.S.C. 601 et seq.); 

(3) under section 402(a)(7)(A)(i11) of such 
Act (42 U.S.C. 602(a)(7)(A)(il1)), requirements 
under the temporary assistance for needy 
families program under part A of title IV of 
such Act may, for good cause, be waived for 
so long as necessary; and 

(4) good cause waivers granted pursuant to 
section 402(a)(7)(A)(iii) of such Act (42 U.S.C. 
602(a)(7)(A)(iii)) are intended to be temporary 
and directed only at particular program re
quirements when needed on an individual 
case-by-case basis, and are intended to facili
tate the ability of victims of domestic vio
lence to move forward and meet program re
quirements when safe and feasible without 
interference by domestic violence. 

(b) CLARIFICATION OF WAIVER PROVISIONS.
(1) IN GENERAL.-Section 402(a)(7) (42 u.s.c. 

602(a)(7)) is amended by adding at the end the 
following: 

"(C) No NUMERICAL LIMITS.-In imple
menting this paragraph, a State shall not be 
subject to any numerical limitation in the 
granting of good cause waivers under sub
paragraph (A)(iii). 

"(D) W AIVERED INDIVIDUALS NOT INCLUDED 
FOR PURPOSES OF CERTAIN OTHER PROVISIONS 
OF THIS PART.-Any individual to whom a 
good cause waiver of compliance with this 
Act has been granted in accordance with sub
paragraph (A)(iii) shall not be included for 
purposes of determining a State's compli
ance with the participation rate require
ments set forth in section 407, for purposes of 
applying the limitation described in section 
408(a)(7)(C)(ii), or for purposes of determining 
whether to impose a penalty under para
graph (3), (5), or (9) of section 409(a). ". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) takes effect as if it 
had been included in the enactment of sec
tion 103(a) of the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996 
(Public Law 104--193; 110 Stat. 2112). 

(c) FEDERAL PARENT LOCATOR SERVICE.
(1) IN GENERAL.-Section 453 (42 u.s.c. 653), 

as amended by section 5938, is further 
amended-

(A) in subsection (b)(2)-
(i) in the matter preceding subparagraph 

(A), by inserting "or that the health, safety, 
or liberty or a parent or child would by un
reasonably put at risk by the disclosure of 
such information," before "provided that"; 

(ii) in subparagraph (A), by inserting " , 
that the health, safety, or liberty or a parent 
or child would by unreasonably put at risk 
by the disclosure of such information," be
fore " and that information"; and 

(iii) in subparagraph (B)(i), by striking " be 
harmful to the parent or the child" and in
serting "place the health, safety, or liberty 
of a parent or child unreasonably at risk"; 
and 

(B) in subsection (c)(2), by inserting ", or 
to serve as the initiating court in an action 
to seek and order," before "against a non
custodial". 

(2) STATE PLAN.-Section 454(26) (42 u.s.c. 
654), as amended by section 5956, is further 
amended-

(A) in subparagraph (C), by striking "re
sult in physical or emotional harm to the 
party or the child" and inserting "place the 
health, safety, or liberty of a parent or child 
unreasonably at risk"; 

(B) in subparagraph (D), by striking "of do
mestic violence or child abuse against a 
party or the child and that the disclosure of 
such information could be harmful to the 
party or the child" and inserting "that the 
health, safety, or liberty of a parent or child 
would be unreasonably put at risk by the dis
closure of such information"; and 

(C) in subparagraph (E), by striking "of do
mestic violence" and all that follows 
through the semicolon and inserting "that 
the health, safety, or liberty of a parent or 
child would be unreasonably put at risk by 
the disclosure of such information pursuant 
to section 453(b)(2), the court shall determine 
whether disclosure to any other person or 
persons of information received from the 
Secretary could place the health, safety, or 
liberty or a parent or child unreasonably at 
risk (if the court determines that disclosure 
to any other person could be harmful, the 
court and its agents shall not make any such 
disclosure);''. 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall take effect 1 
day after the effective date described in sec
tion 5961(a). 

DODD (AND OTHERS) AMENDMENT 
NO. 481 

Mr. LAUTENBERG (for Mr. DODD, for 
himself, Mr. D'AMATO, and Mr. LEAHY) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 562, between line 20 and 21, insert 
the following: 

"(XIV) for calendar year 1999 for hospitals 
in all areas, the market basket percentage 
increase minus 1.3 percentage points,". 

On page 562, line 21, strike "(XIV) for cal
endar year 1999" and insert "(XV) for cal
endar year 2000. ". 

On page 563, line 1, strike "(XV)" and in
sert "(XVI)". 

On page 604, line 22, strike " upon discharge 
from a subsection (d) hospital" and insert 
"immediately upon discharge from, and pur
suant to the discharge planning process (as 
defined in section 1861(ee)) of, a subsection 
(d) hospital". 

Beginning on page 605, strike line 7 and all 
that follows through page 606, line 6, and in
sert the following: 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply with re
spect to discharges occurring on or after Oc
tober 1, 1997. 

LEVIN (AND JEFFORDS) 
AMENDMENT NO. 482 

Mr. LA UTENBERG (for Mr. LEVIN, 
for himself and Mr. JEFFORDS) proposed 
an amendment to the bill, S. 947, supra; 
as follows: 

On page 930, between lines 14 and 15, insert 
the following: 

(1) VOCATIONAL EDUCATIONAL TRAINING.
Section 407(d)(8) (42 U.S.C. 607(d)(8)) is 
amended by striking " 12" and inserting " 24". 

WYDEN AMENDMENT NO. 483 
Mr. LA UTENBERG (for Mr. WYDEN) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 844, between lines 7 and 8, insert 
the following: 
SEC. 5768. CONTINUATION OF STATE-WIDE SEC· 

TION 1115 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section 1115 of the Social 

Security Act (42 U.S.C. 1315) ls amended by 
adding at the end the following: 

"(d)(l) The provisions of this subsection 
shall apply to the extension of statewide 
comprehensive research and demonstration 
projects (in this subsection referred to as 
'waiver project.') for which waivers of compli
ance with the requirements of title XIX are 
granted under subsection (a). With respect to 
a waiver project that, but for the enactment 
of this subsection, would expire, the State at 
its option may-

"(A) not later than 1 year before the waiv
er under subsection (a) would expire (acting 
through the chief executive officer of the 
State who ls operating the project), submit 
to the Secretary a written request for an ex
tension of such waiver project for up to 3 
years; or 

"(B) permanently continue the waiver 
project if the project meets the requirements 
of paragraph (2). 

" (2) The requirements of this paragraph 
are that the waiver project-

"(A) has been successfully operated for 5 or 
more years; and 

"(B) has been shown, through independent 
evaluations sponsored by the Health Care Fi
nancing Administration, to successfully con
tain costs and provide access to health care. 

"(3)(A) In the case of waiver projects de
scribed in paragraph (l)(A), if the Secretary 
fails to respond to the request within 6 
months after the date on which the request 
was submitted, the request is deemed to have 
been granted. 

"(B) If the request is granted or deemed to 
have been granted, the deadline for sub
mittal of a final report shall be 1 year after 
the date on which the waiver project would 
have expired but for the enactment of this 
subsection. 

"(C) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

"(D) Phase-down provisions which were ap
plicable to waiver projects before an exten
sion was provided under this subsection shall 
not apply. 

"(4) The extension of a waiver project 
under this subsection shall be on the same 
terms and conditions (including applicable 
terms and conditions related to quality and 
access of services, budget neutrality as ad
justed for inflation, data and reporting re
quirements and special population protec
tions), except for any phase down provisions, 
and subject to the same set of waivers that 
applied to the project or were granted before 
the extension of the project under this sub
section. The permanent continuation of a 
waiver project shall be on the same terms 
and conditions, including financing, and sub
ject to the same set of waivers. No test of 
budget neutrality shall be applied in the case 
of projects described in paragraph (2) after 
that date on which the permanent extension 
was granted. 

"(5) In the case of a waiver project de
scribed in paragraph (2), the Secretary, act
ing through the Health Care Financing Ad
ministration shall, deem any State 's request 
to expand medicaid coverage in whole or in 
part to individuals who have an income at or 
below the Federal poverty level as budget 
neutral if independent evaluations sponsored 
by the Health Care Financing Administra
tion have shown that the State's medicaid 
managed care program under such original 
waiver is more cost effective and efficient 
than the traditional fee-for-service medicaid 
program that, in the absence of any managed 
care waivers under this section, would have 
been provided in the State.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on the date of enactment of this Act. 
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HARKIN (AND GRASSLEY) 

AMENDMENT NO. 484 

Mr. LA UTENBERG (for Mr. HARKIN 
for himself and Mr. GRASSLEY) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

On page 885, line 15, insert after "State" 
the following: "or a community action agen
cy, community development corporation or 
other non-profit organizations with dem
onstrated effectiveness in moving welfare re
cipients into the workforce" . 

FEINSTEIN AMENDMENTS NOS. 485-
487 

Mr. LAUTENBERG (for Mrs. FEIN
STEIN) proposed three amendments to 
the bill, S. 947, supra; as follows: 

AMENDMENT NO. 485 
At the end of the proposed section 1852(d) 

of the Social Security Act (as added by sec
tion 5001), add the following: 

"(4) DETERMINATION OF HOSPITAL LENGTH OF 
STAY.-

"(A) IN GENERAL.-A Medicare Choice orga
nization shall cover the length of an inpa
tient hospital stay under this part as deter
mined by the attending physician, in con
sultation with the patient, to be medically 
appropriate. 

"(B) CONSTRUCTION.- Nothing in this para
graph shall be construed-

"(i) as requiring the provision of inpatient 
coverage if the attending physician, in con
sultation with the patient, determine that a 
shorter period of hospital stay is medically 
appropriate, or 

"(ii) as affecting the application of 
deductibles and coinsurance. 

At the appropriate place in chapter 2 of 
subtitle H of division 1 of title V, insert the 
following new section: 
SEC. . HOSPITAL LENGTH OF STAY. 

(a) IN GENERAL.- Section 1866(a)(l) (42 
U.S.C. 1395cc(a)(l)) is amended-

(1) by striking "and" at the end of subpara
graph (Q); 

(2) by striking the period at the end of sub
paragraph (R) and inserting "; and"; 

(3) by inserting after subparagraph (R) the 
following: 

"(S) in the case of hospitals, not to dis
charge an inpatient before the date the at
tending physician and patient determine it 
to be medically appropriate.". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to dis
charges occurring on or after 6 months after 
the date of enactment of this Act. 

At the appropriate place in chapter 5 of 
subtitle I of di vision 2 of title V, insert the 
following new section: 
SEC. . DETERMINATION OF HOSPITAL STAY. 

(a) IN GENERAL.-Title XIX (42 u.s.c. 1396 
et seq.) is amended-

(1) by redesignating section 1933 as section 
1934; and 

(2) by inserting after section 1932 the fol
lowing new section: 

"DETERMINATION OF HOSPITAL STAY 
" SEC. 1933. (a) IN GENERAL.-A State plan 

for medical assistance under this title shall 
cover the length of an inpatient hospital 
stay under this part as determined by the at
tending physician, in consultation with the 
patient, to be medically appropriate. 

"(b) . CONSTRUCTION.-Nothing in this sec
tion shall be construed-

"(!) as requiring the provision of inpatient 
coverage if the attending physician, in con-

sultation with the patient, determine that a 
shorter period of hospital stay is medically 
appropriate, or 

"(2) as affecting the application of 
deductibles and coinsurance. " . 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply to dis
charges occurring on or after 6 months after 
the date of enactment of this Act. 

AMENDMENT NO. 486 
At the appropriate place in chapter 1 of 

subtitle K of division 2 of title V, insert the 
following new section: 
SEC. . ADDITIONAL FUNDING FOR STATE EMER

GENCY HEALTH SERVICES FUR
NISHED TO UNDOCUMENTED 
ALIENS. 

(a) TOTAL AMOUNT AVAILABLE FOR ALLOT
MENT.- There are available for allotments 
under this section for each of the 5 fiscal 
years (beginning with fiscal year 1998) 
$20,000,000 for payments to certain States 
under this section. 

(b) STATE ALLOTMENT AMOUNT.-
(1) IN GENERAL.-The Secretary of Health 

and Human Services shall compute an allot
ment for each fiscal year beginning with fis
cal year 1998 and ending with fiscal year 2002 
for each of the 12 States with the highest 
number of undocumented aliens. The amount 
of such allotment for each such State for a 
fiscal year shall bear the same ratio to the 
total amount available for allotments under 
subsection (a) for the fiscal year as the ratio 
of the number of undocumented aliens in the 
State in the fiscal year bears to the total of 
such numbers for all States for such fiscal 
year. The amount of allotment to a State 
provided under this paragraph for a fiscal 
year that is not paid out under subsection (c) 
shall be available for payment during the 
subsequent fiscal year. 

(2) DETERMINATION.- For purposes of para
graph (1), the number of undocumented 
aliens in a State under this section shall be 
determined based on estimates of the resi
dent illegal alien population residing in each 
State prepared by the Statistics Division of 
the Immigration and Naturalization Service 
as of October 1992 (or as of such later date if 
such date is at least 1 year before the begin
ning of the fiscal year involved). 

(C) USE OF FUNDS. - From the allotments 
made under subsection (b), the Secretary 
shall pay to each State amounts the State 
demonstrates were paid by the State (or by 
a political subdivision of the State) for emer
gency health services furnished to undocu
mented aliens. 

(d) STATE DEFINED.-For purposes of this 
section, the term "State" includes the Dis
trict of Columbia. 

(e) STATE ENTITLEMENT.-This section con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided under subsection (c). 

AMENDMENT NO. 487 
At the appropriate place in section 5721, in

sert the following: 
( ) APPLICATION OF DSH PAYMENT ADJUST

MENT.-Notwithstanding subsection (d), ef
fective July 1, 1997, section 1923(g)(2)(A) of 
the Social Security Act (42 U.S.C. 1396r-
4(g)(2)(A)) shall be applied to the State of 
California as though-

(1) " or that begins on or after July 1, 1997, 
and before July 1, 1999," were inserted in 
such section after " January 1, 1995,"; and 

(2) "(or 175 percent in the case of a State 
fiscal year that begins on or after July 1, 

1997, and before July 1, 1999)" were inserted 
in such section after " 200 percent" . 

WELLSTONE (AND OTHERS) 
AMENDMENT NO. 488 

Mr. Lautenberg (for Mr. WELLSTONE, 
for himself, Mr. DURBIN, and Ms. MI
KULSKI) proposed an amendment to the 
bill, S. 947, supra; as follows: 

Beginning on page 764, strike line 7 and all 
that follows through page 765, line 17, and in
sert the following: 

(a) PLAN AMENDMENTS.- Section 1902(a)(l3) 
is amended-

(1) by striking all that precedes subpara
graph (D) and inserting the following: 

''(13)(A) provide-
(i) for the State-based determination of 

rates of payment under the plan for hospital 
services (and which, in the case of hospitals, 
take into account the situation of hospitals 
which serve a disproportionate number of 
low income patients with special needs), 
nursing facility services , and services pro
vided in intermediate care facilities for the 
mentally retarded, under which the State 
provides assurances to the Secretary that 
proposed rates will be actuarially sufficient 
to ensure access to and quality of services; 

"(ii) that the State will submit such pro
posed rates for review by an independent ac
tuary selected by the Secretary; and 

"(iii) that any new rates or modifications 
to existing rates will be developed through a 
public rulemaking procedure under which 
such new or modified rates are published in 
1 or more daily newspapers of general cir
culation in the State or in any publication 
used by the State to publish State statutes 
or rules, and providers, beneficiaries and 
their representatives, and other concerned 
State residents are given a reasonable oppor
tunity for review and comment on such rates 
or modifications;" ; and 

(2) by redesignating subparagraphs (D), (E) 
and (F) as subparagraphs (B), (C), and (D) re
spectively. 

MIKULSKI (AND WELLSTONE) 
AMENDMENT NO. 489 

Mr. LAUTENBERG (for Ms. MIKUL
SKI, for herself and Mr. WELLSTONE) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

Beginning on page 764, strike line 5 and all 
that follows through line 23 on page 766. 

KENNEDY (AND DODD) 
AMENDMENT NO. 490 

Mr. LAUTENBERG (for Mr. KEN
NEDY, for himself and Mr. DODD) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

Strike title VII and insert the following: 
TITLE VII-COMMITTEE ON LABOR AND 

HUMAN RESOURCES 
SEC. 7001. MANAGEMENT AND RECOVERY OF RE

SERVES. 
(a) AMENDMENT.-Section 422 of the Higher 

Education Act of 1965 (20 U.S.C. 1072) is 
amended by adding after subsection (g) the 
following new subsection: 

"(h) RECALL OF RESERVES; LIMITATIONS ON 
USE OF RESERVE FUNDS AND ASSETS.-

"(l) IN GENERAL.-Notwithstanding any 
other provision of law, the Secretary shall, 
except as otherwise provided in this sub
section, recall $1,200,000,000 from the reserve 
funds held by guaranty agencies under this 
part on September 1, 2002. 
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"(2) DEPOSIT.-Funds recalled by the Sec

retary under this subsection shall be depos
ited in the Treasury. 

"(3) EQUITABLE SHARE.-The Secretary 
shall require each guaranty agency to return 
reserve funds under paragraph (1) based on 
such agency's equitable share of excess re
serve funds held by guaranty agencies as of 
September 30, 1996. For purposes of this para
graph, a guaranty agency's equitable share 
of excess reserve funds shall be determined 
as follows: 

"(A) The Secretary shall compute each 
agency's reserve ratio by dividing (i) the 
amount held in such agency's reserve (in
cluding funds held by, or under the control 
of, any other entity) as of September 30, 1996, 
by (ii) the original principal amount of all 
loans for which such agency has an out
standing insurance obligation. 

"(B) If the reserve ratio of any agency as 
computed under subparagraph (A) exceeds 
1.12 percent, the agency's equitable share 
shall include so much of the amounts held in 
such agency's reserve fund as exceed a re
serve ratio of 1.12 percent. 

"(C) If any additional amount is required 
to be recalled under paragraph (1) (after de
ducting the total of the equitable shares cal
culated under subparagraph (B)), the agen
cies' equitable shares shall include addi
tional amounts-

, '(i) determined by imposing on each such 
agency an equal percentage reduction in the 
amount of each agency's reserve fund re
maining after deduction of the amount re
called under subparagraph (B); and 

" (ii) the total of which equals the addi
tional amount that is required to be recalled 
under paragraph (1) (after deducting the 
total of the equitable shares calculated 
under subparagraph (B)). 

"(4) RESTRICTED ACCOUNTS.-Within 90 days 
after the beginning of each of fiscal years 
1998 through 2002, each guaranty agency 
shall transfer a portion of each agency's eq
uitable share determined under paragraph (3) 
to a restricted account established by the 
guaranty agency that is of a type selected by 
the guaranty agency with the approval of 
the Secretary. Funds transferred to such re
stricted accounts shall be invested in obliga
tions issued or guaranteed by the United 
States or in other similarly low-risk securi
ties. A guaranty agency shall not use the 
funds in such a restricted account for any 
purpose without the express written permis
sion of the Secretary, except that a guaranty 
agency may use the earnings from such re
stricted account for activities to reduce stu
dent loan defaults under this part. The por
tion required to be transferred shall be deter
mined as follows: 

"(A) In fiscal year 1998-
"(i) all agencies combined shall transfer to 

a restricted account an amount equal to one
fifth of the total amount recalled under 
paragraph (l); 

" (ii) each agency with a reserve ratio (as 
computed under paragraph (3)(A)) that ex
ceeds 2 percent shall transfer to a restricted 
account so much of the amounts held in such 
agency's reserve fund as exceed a reserve 
ratio of 2 percent; and 

"(iii) each agency shall transfer any addi
tional amount required under clause (i) 
(after deducting the amount transferred 
under clause (ii)) by transferring an amount 
that represents an equal percentage of each 
agency's equitable share to a restricted ac
count. 

''(B) In fiscal years 1999 through 2002, each 
agency shall transfer an amount equal to 
one-fourth of the total amount remaining of 

the agency's equitable share (after deduction 
of the amount transferred under subpara
graph (A)) . 

"(5) SHORTAGE.-If, on September 1, 2002, 
the total amount in the restricted accounts 
described in paragraph (4) is less than the 
amount the Secretary is required to recall 
under paragraph (1), the Secretary shall re
quire the return of the amount of the short
age from other reserve funds held by guar
anty agencies under procedures established 
by the Secretary. 

"(6) PROHIBITION.-The Secretary shall not 
have any authority to direct a guaranty 
agency to return reserve funds under sub
section (g)(l)(A) during the period from the 
date of enactment of this subsection through 
September 30, 2002, and any reserve funds 
otherwise returned under subsection (g)(l) 
during such period shall be treated as 
amounts recalled under this subsection and 
shall not be available under subsection (g)(4). 

"(7) DEFINITION.-For purposes of this sub
section the term 'reserve funds' when used 
with respect to a guaranty agency-

"(A) includes any reserve funds held by, or 
under the control of, any other entity; and 

"(B) does not include buildings, equipment, 
or other nonliquid assets. ". 

(b) CONFORMING AMENDMENT.-Section 
428(c)(9)(A) of the Higher Education Act of 
1965 (20 U.S.C. 1078(c)(9)(A)) is amended-

(1) in the first sentence, by striking "for 
the fiscal year of the agency that begins in 
1993"; and 

(2) by striking the third sentence. 
SEC. 7002. REPEAL OF DIRECT LOAN ORIGINA· 

TION FEES TO INSTITUTIONS OF 
HIGHER EDUCATION. 

Section 452 of the Higher Education Act of 
1965 (20 U.S.C. 1087b) is amended-

(1) by striking subsection (b); and 
(2) by redeslgnating subsections (c) and (d) 

as subsecti~ns (b) and (c), respectively. 
SEC. 7003. LENDER AND HOLDER RISK SHARING. 

Section 428(b)(l)(G) of the Higher Edu
cation Act of 1965 (20 U.S.C. 1078(b)(l)(G)) is 
amended by striking ''not less than 98 per
cent" and inserting "95 percent". 
SEC. 7004. FEES AND INSURANCE PREMIUMS. 

(a) IN GENERAL.-Section 428(b)(l)(H) of the 
Higher Education Act of 1965 (20 U.S.C. 
1078(b)(l)(H)) ls amended-

(1) by inserting "(i)" before "provides"; 
(2) by striking "the loan," and inserting 

"any loan made under section 428 before July 
1, 1998," ; 

(3) by inserting " and" after the semicolon; 
and 

(4) by adding at the end the following: 
"(11) provides that no insurance premiums 

shall be charged to the borrower of any loan 
made under section 428 on or after July 1, 
1998;". 

(b) SPECIAL ALLOWANCES.-Section 438(c) of 
the Higher Education Act of 1965 (20 U.S.C. 
1087-l(c)) is amended-

(1) in paragraph (2), by striking "paragraph 
(6)" and inserting "paragraphs (6) and (8)"; 
and 

(2) by adding at the end the following: 
"(8) ORIGINATION FEE ON SUBSIDIZED LOANS 

ON OR AFTER JULY 1, 1998.- In the case of any 
loan made or insured under section 428 on or 
after July l, 1998, paragraph (2) shall be ap
plied by substituting '2.0 percent' for '3.0 per
cent' .". 

(c) DlRECT LOANS.-Section 455(c) of the 
Higher Education Act of 1965 (20 U.S.C. 
1087e(c)) is amended-

(1) by striking " The Secretary" and insert
ing the following: 

" (l) IN GENERAL.-For loans made under 
this part before July 1, 1998, the Secretary" ; 

(2) by striking "of a loan made under this 
part"; and 

(3) by adding at the end the following: 
"(2) ORIGINATION FEE.- For loans made 

under this part on or after July 1, 1998, the 
Secretary shall charge the borrower an origi
nation fee of 2.0 percent of the principal 
amount of the loan, in the case of Federal 
Direct Stafford/Ford Loans.". 
SEC. 7005. SECRETARY'S EQUITABLE SHARE. 

Section 428(c)(6)(A)(ii) of the Higher Edu
cation Act of 1965 (20 U.S.C. 1078(c)(6)(A)(11) is 
amended by striking "27 percent" and insert
ing " 18.5 percent" . 
SEC. 7006. FUNDS FOR ADMINISTRATIVE EX· 

PEN SES. 
The first sentence of section 458(a) of the 

Higher Education Act of 1965 (20 U.S.C. 
1087h(a)) is amended by striking 
" $260,000,000" and all that follows through 
the end of the sentence and inserting 
"$532,000,000 in fiscal year 1998, $610,000,000 in 
fiscal year 1999, $705,000,000 in fiscal year 
2000, $750,000,000 in fiscal year 2001, and 
$750,000,000 in fiscal year 2002. ". · 
SEC. 7007. EXTENSION OF STUDENT AID PRO· 

GRAMS. 
Title IV of the Higher Education Act of 

1965 (20 U.S.C. 1070 et seq.) is amended-
(1) in section 424(a), by striking " 1998. " and 

" 2002." and inserting "2002." and "2006.", re
spectively; 

(2) in section 428(a)(5), by striking "1998," 
and " 2002." and inserting "2002," and " 2006. " , 
respectively; and 

(3) in section 428C(e), by striking " 1998." 
and inserting ''2002.' '. 
SEC. 7008. EFFECTIVE DATE. 

This subtitle and the amendments made by 
this subtitle take effect on October 1, 1997. 

BAUCUS AMENDMENT NO. 491 
Mr. LAUTENBERG (for Mr. BAUCUS) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

Section 1916(g)(l) of the Social Security 
Act, as amended by section 5754, is amended 
by inserting before the period the following: 
", except that no cost-sharing may be im
posed with respect to medical assistance pro
vided to an individual who has not attained 
age 18 if such individual's family income 
does not exceed 150 percent of the poverty 
line applicable to a family of the size in
volved, and if, as of the date of enactment of 
the Balanced Budget Act of 1997, cost-shar
ing could not be imposed with respect to 
medical assistance provided to such indi
vidual. " . 

KENNEDY AMENDMENTS NOS. 492-
493 

Mr. LAUTENBERG (for Mr. KEN
NEDY) proposed two amendments to the 
bill, S. 947, supra; as follows: 

AMENDMENT NO. 492 
At the appropriate place in section 2102(5) 

of the Social Security Act as added by sec
tion 5801, insert the following: "The benefits 
shall include additional benefits to meet the 
needs of children with special needs, includ
ing-

"(A) rehabilitation and habilitation serv
ices, including occupational therapy, phys
ical therapy, speech and language therapy, 
and respiratory therapy services; 

"(B) mental health services; 
"(C) personal care services; 
"(D) customized durable medical equip

ment, orthotics, and prosthetics, as medi
cally necessary; and 
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" (E) case management services. 

" With respect to FEHBP-equivalent chil
dren 's health insurance coverage, services 
otherwise covered under the coverage in
volved that are medically necessary to main
tain, improve, or prevent the deterioration 
of the physical, developmental, or mental 
health of the child may not be limited with 
respect to scope and duration, except to the 
degree that such services are not medically 
necessary. Nothing in the preceding sentence 
shall be construed to prevent FEHBP-equiva
lent children's health insurance coverage 
from utilizing appropriate utilization review 
techniques to determine medical necessity 
or to prevent the delivery of such services 
through a managed care plan. " . 

AMENDMENT NO. 493 
On page 874, between lines 7 and 8, insert 

the following: 
SEC. 5817A SSI ELIGIBILITY FOR SEVERELY DIS

ABLED ALIENS. 
Section 402(a)(2) of the Personal Responsi

bility and Work Opportunity Reconciliation 
Act of 1996 (8 U.S.C. 1612(a)(2)), as amended 
by section 5815, is amended by adding at the 
end the following: 

"(I) SSI EXCEPTION FOR SEVERELY DISABLED 
ALIENS.-With respect to eligibility for bene
fits for the program defined in paragraph 
(3)(A) (relating to the supplemental security 
income program), paragraph (1), and the Sep
tember 30, 1997 application deadline under 
subparagraph (G), shall not apply to any 
alien who is lawfully present in the United 
States and who has been denied approval of 
an application for naturalization by the At
torney General solely on the ground that the 
alien is so severely disabled that the alien is 
otherwise unable to satisfy the requirements 
for na turaliza ti on. " . 

CONRAD AMENDMENT NO. 494 

Mr. LA UTENBERG (for Mr. CONRAD) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 874, between lines 7 and 8, insert 
the following: 
SEC. 5817A CONTINUATION OF MEDICAID ELIGI

BILITY FOR DISABLED CHILDREN 
WHO LOSE SSI BENEFITS. 

(a) IN GENERAL.-Section 
1902(a)(10)(A)(i)(II) (42 U.S.C. 
1396a(a)(10)(A)(i)(II)) is amended by inserting 
"(or were being paid as of the date of enact
ment of section 211(a) of the Personal Re
sponsibility and Work Opportunity Act of 
1996 (Public Law 104-193; 110 Stat. 2188) and 
would continue to be paid but for the enact
ment of that section)" after "title XVI" . 

(b) OFFSET.-Section 2103(b) of the Social 
Security Act (as added by section 5801) is 
amended-

(1) in paragraph (2), by striking "and" at 
the end; 

(2) in paragraph (3), by striking the period 
and inserting " ; and" ; and 

(3) by adding at the end the following: 
"(4) the amendment made by section 

5817 A(a) of the Balanced Budget Act of 1997 
(relating to continued eligibility for certain 
disabled children).''. 

(C) EFFECTIVE DATE.-The amendment 
made by subsection (a) applies to medical as
sistance furnished on or after July 1, 1997. 

CONRAD AMENDMENT NO. 495 

Mr. LA UTENBERG (for Mr. CONRAD) 
proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 844, between lines 7 and 8, insert 
the following: 
SEC. . REMOVAL OF NAME FROM NURSE AIDE 

REGISTRY. 
(a) MEDICARE.-Section 1819(g)(l)(C) of the 

Social Security Act (42 U.S.C. 1395i-
3(g)(l )(C)) is amended-

(1) in the first sentence by striking " The 
State" and inserting "(i) The State"; and 

(2) by adding at the end the following: 
"(ii)(I) In the case of a finding of neglect, 

the State shall establish a procedure to per
mit a nurse aide to petition the State to 
have his or her name removed from the reg
istry upon a determination by the State 
that-

" (aa) the employment and personal history 
of the nurse aide does not reflect a pattern of 
abusive behavior or neglect; and 

" (bb) the neglect involved in the original 
finding was a singular occurrence. 

" (II) In no case shall a determination on a 
petition submitted under clause (I) be made 
prior to the expiration of the 1-year period 
beginning on the date on which the name of 
the petitioner was added to the registry 
under this subparagraph.". 

(b) MEDICAID.-Section 1919(g)(l)(C) of the 
Social Security Act (42 U.S.C. 1396r(g)(l)(C)) 
is amended-

(1) in the first sentence by striking " The 
State" and inserting "(i) The State" ; and 

(2) by adding at the end the following: 
"(ii)(I) In the case of a finding of neglect, 

the State shall establish a procedure to per
mit a nurse aide to petition the State to 
have his or her name removed from the reg
istry upon a determination by the State 
that-

" (aa) the employment and personal history 
of the nurse aide does not reflect a pattern of 
abusive behavior or neglect; and 

"(bb) the neglect involved in the original 
finding was a singular occurrence. 

"(II) In no case shall a determination on a 
petition submitted under clause (I) be made 
prior to the expiration of the 1-year period 
beginning on the date on which the name of 
the petitioner was added to the registry 
under this subparagraph. " . 

(C) RETROACTIVE REVIEW.- The procedures 
developed by a State under the amendments 
made by subsection (a) and (b) shall permit 
an individual to petition for a review of any 
finding made by a State under section 
1819(g)(l)(C) or 1919(g)(l)(C) of the Social Se
curity Act (42 U.S.C. 1395i-3(g)(l)(C) or 
1396r(g)(l)(C)) after January 1, 1995. 

(d) STUDY AND REPORT.-
(1) STUDY.-The Secretary of Health and 

Human Services shall conduct a study of-
(A) the use of nurse aide registries by 

States, including the number of nurse aides 
placed on the registries on a yearly ·basis and 
the circumstances that warranted their 
placement on the registries; 

(B) the extent to which institutional envi
ronmental factors (such as a lack of ade
quate training or short staffing) contribute 
to cases of abuse and neglect at nursing fa
cilities; and 

(C) whether alternatives (such as a proba
tional period accompanied by additional 
training or mentoring or sanctions on facili
ties that create an environment that encour
ages abuse or neglect) to the sanctions that 
are currently applied under the Social Secu
rity Act for abuse and neglect at nursing fa
cilities might .be more effective in mini
mizing future cases of abuse and neglect. 

(2) REPORT.-Not later than 2 years after 
the date of enactment of this Act, the Sec
retary of Health and Human Services shall 
prepare and submit to the appropriate com-

mi ttees of Congress, a report concerning the 
results of the study conducted under para
graph (1) and the recommendation of the 
Secretary for legislation based on such 
study. 

KERREY AMENDMENT NO. 496 
Mr. LA UTENBERG (for Mr. KERREY) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 860, strike all matter after line 10 
and before line 15, and insert the following: 

"(d) USE LIMITED TO STATE PROGRAM EX
PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purposes of this title. 

KOHL AMENDMENT NO. 497 
Mr. LAUTENBERG (for Mr. KOHL) 

proposed an amendment to the bill , S. 
947, supra; as follows: 

On page 743, line 6, strike the period and 
insert "(but that shall not preempt any 
State standards that are more stringent than 
the standards established under this sub
paragraph). " . 

HARKIN AMENDMENT NO. 498 
Mr. LAUTENBERG (for Mr. HARKIN) 

proposed an amendment to the bill, S. 
947, supra; as follows: 

On page 888, between lines 22 and 23, insert 
the following: 

" (VI) Technical assistance and related 
services that lead to self-employment 
through the microloan demonstration pro
gram under section 7(m) of the Small Busi
ness Act (15 U.S.C. 636(m)) 

DOMENIC! AMENDMENT NO. 499 
Mr. DOMENIC! proposed an amend

ment to the bill, S. 947, supra; as fol
lows: 

Strike sections 5811 through 5814 and insert 
the following: 
SEC. 5812. EXTENSION OF ELIGIBILITY PERIOD 

FOR REFUGEES AND CERTAIN 
OTHER QUALIFIED ALIENS FROM 5 
TO 7 YEARS FOR SSI AND MEDICAID. 

(a) SSL-Section 402(a)(2)(A) of the Per
sonal Responsibility and Work Opportunity 
Reconciliation Act of 1996 (8 U.S.C. 
1612(a)(2)(A)) is amended to read as follows: 

" (A) TIME-LIMITED EXCEPTION FOR REFU
GEES AND ASYLEES.-

"(i) SSI.- With respect to the specified 
Federal program described in paragraph 
(3)(A) paragraph 1 shall not apply to an alien 
until 7 years after the date-

"(!) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

" (II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act. 

"(ii) FOOD STAMPS.-With respect to the 
specified Federal program described in para
graph (3)(B), paragraph 1 shall not apply to 
an alien until 5 years after the date-

"(I) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

" (II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien 's deportation is withheld 
under section 243(h) of such Act. " . 

(b) MEDICAID.-Section 402(b)(2)(A) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(b)(2)(A)) is amended to read as follows: 
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"(A) TIME-LIMITED EXCEPTION FOR REFU

GEES AND ASYLEES.-
" (i) MEDICAID.-With respect to the des

ignated Federal program described in para
graph (3)(C), paragraph 1 shall not apply to 
an alien until 7 years after the date-

"(!) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act. 

"(ii) OTHER DESIGNATED FEDERAL PRO
GRAMS.-With respect to the designated Fed
eral programs under paragraph (3) (other 
than subparagraph (C)), paragraph 1 shall 
not apply to an alien until 5 years after the 
date-

"(I) an alien is admitted to the United 
States as a refugee under section 207 of the 
Immigration and Nationality Act; 

"(II) an alien is granted asylum under sec
tion 208 of such Act; or 

"(III) an alien's deportation is withheld 
under section 243(h) of such Act. ". 

(c) STATUS OF CUBAN AND HAITIAN EN
TRANTS.-For purposes of sections 
402(a)(2)(A) and 402(b)(2)(A) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)(A), 
(b)(2)(A)), an alien who is a Cuban and Hai
tian entrant, as defined in section 501(e) of 
the Refugee Education Assistance Act of 
1980, shall be considered a refugee. 
SEC. 5813. SSI ELIGIBILITY FOR PERMANENT 

RESIDENT ALIENS WHO ARE MEM· 
BERS OF AN INDIAN TRIBE. 

Section 402(a)(2) of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996 (8 U.S.C. 1612(a)(2)) (as amended 
by section 5811) is amended by adding at the 
end the following: 

"(F) PERMANENT RESIDENT ALIENS WHO ARE 
MEMBERS OF AN INDIAN TRIBE.-With respect 
to eligibility for benefits for the program de
fined in paragraph (3)(A) (relating to the sup
plemental security income program), para
graph (1) shall not apply to an alien who-

"(i) is lawfully admitted for permanent 
residence under the Immigration and Nation
ality Act; and 

"(ii) is a member of an Indian tribe (as de
fined in section 4(e) of the Indian Self-Deter
mination and Education Assistance Act).". 
SEC. 5814. SSI ELIGIBILITY FOR DISABLED LEGAL 

ALIENS IN THE UNITED STATES ON 
AUGUST 22, 1996. 

(a) Section 402(a)(2) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)) (as 
amended by section 5813) is amended by add
ing at the end the following: 

"(G) SSI ELIGIBILITY FOR DISABLED 
ALIENS.- With respect to eligibility for bene
fits for the program defined in paragraph 
(3)(A) (relating to the supplemental security 
income program), paragraph (1) shall not 
apply-

"(i) to an alien who-
"(I) is lawfully residing in any State on 

August 22, 1996; and 
"(II) is disabled, as defined in section 

1614(a)(3) of the Social Security Act (42 
U.S.C. 1382c(a)(3)); or 

"(i) to an alien who-
"(l) is lawfully residing in any State after 

such date ; 
"(II) is disabled (as so defined); and 
"(III) as of June 1, 1997. is receiving bene

fits under such program.". 
(b) Funds shall be made available for not 

to exceed 2 years for elderly SSI recipients 
made ineligible for benefits after August 22, 
1996. 

CHAFEE (AND ROCKEFELLER) 
AMENDMENT NOS. 500-501 

Mr. DOMENIC! (for Mr. CHAFEE for 
himself and Mr. ROCKEFELLER) pro
posed two amendments to the bill, S. 
947, supra; as follows: 

AMENDMENT NO. 500 
On page 847, beginning on line 1, strike 

" and that otherwise satisfies State insur
ance standards and requirements." and in
sert "that includes hearing and vision serv
ices for children, and that otherwise satisfies 
State insurance standards and require
ments.". 

AMENDMENT NO. 501 
On page 861, after line 26, add the fol

lowing: 
"(4) HEARING AND VISION SERVICES.-Not

withstanding the definition of FEHBP-equiv
alent children's health insurance coverage in 
section 2102(5), any package of health insur
ance benefits offered by a State ·that opts to 
use funds provided under this title under this 
section shall include hearing and vision serv
ices for children." . 

D' AMATO AMENDMENT NO. 502 

Mr. ROTH (for Mr. D' AMATO) pro
posed an amendment to the bill, S. 947, 
supra; as follows: 

SECTION 1. In 42 u .s.c. § 1395ss(d)(3)(A)(v). 
insert "(a)" before "For'', and after the first 
sentence insert: 

"(b) For purposes of this subparagraph, a 
health insurance policy (which may be a con
tract with a health maintenance organiza
tion) is not considered to " duplicate" health 
benefits under this title or title XIX or under 
another health insurance policy if lt-

(l) provides comprehensive health care 
benefits that replace the benefits provided 
by another health insurance policy, 

(II) is being provided to an individual enti
tled to benefits under Part A or enrolled 
under Part B on the basis of section 226(b), 
and 

(Ill) coordinates against items and services 
available or paid for under this title or title 
XIX, provided that payments under this title 
or title XIX shall not be treated as payments 
under such policy in determining annual or 
lifetime benefit limits. 

SEC 2. In 42 U.S.C. §1395ss(d)(3)(A)(v), insert 
"(c)" before " For purposes of this clause". 

ROCKEFELLER AMENDMENT NO. 
503 

Mr. LA UTENBERG (for Mr. ROCKE
FELLER) proposed an amendment to the 
bill, S. 947, supra; as follows: 

At the appropriate place in division 2 of 
title V, insert the following: 
SEC. . EXTENSION OF SLMB PROTECTION. 

(a) IN GENERAL.-Section 1902(a)(10)(E)(iii) 
(42 U.S.C. 1396a(a)(10)(E)(iii)) is amended by 
striking " and 120 percent in 1995 and years 
thereafter" and inserting ". 120 percent in 
1995 through 1997, 125 percent in 1998, 130 per
cent in 1999, 135 percent in 2000, 140 percent 
in 2001, 145 percent in 2002, and 150 percent in 
2003 and years thereafter". 

(b) 100 PERCENT FMAP.-Section 1905(b) (42 
u.s.c. 1396d(b)) is amended by adding at the 
end the following: "Notwithstanding the 
first sentence of this section, the Federal 
medical assistance percentage shall be 100 
percent with respect to amounts expended as 
medical assistance for medical assistance de-

scribed in section 1902(a)(10)(E)(iii) for indi
viduals described in such section whose in
come exceeds 120 percent of the official pov
erty line referred to in such section.". 

(c) EFFECTIVE DATE.'-The amendments 
made by this section apply on and after Oc
tober 1, 1997. 

KENNEDY AMENDMENT NO. 504 
Mr. LAUTENBERG (for Mr. KEN

NEDY) proposed an amendment to the 
bill, S. 947, supra; as follows: 

Strike section 5361 and insert the fol
lowing: 
SEC. 5361. ESTABLISHMENT OF POST-HOSPITAL 

HOME HEALm BENEFIT UNDER 
PART A AND TRANSFER OF OTHER 
HOME HEALm SERVICES TO PART 
B. 

(a) IN GENERAL.-Section 1812(a)(3) (42 
U.S.C. 1395D(a)(3)) is amended-

(1) by inserting "post-hospital" before 
" home health services", and 

(2) by inserting "for up to 100 visits" before 
the semicolon. 

(b) POST-HOSPITAL HOME HEALTH SERV
ICES.-Section 1861 (42 U.S.C. 1395x), as 
amended by sections 5102(a) and 5103(a), is 
amended by adding at the end the following: 

"(qq) POST-HOSPITAL HOME HEALTH SERV
ICES.-The term 'post-hospital home health 
services' means home health services fur
nished to an individual under a plan of treat
ment established when the individual was an 
inpatient of a hospital or rural primary care 
hospital for not less than 3 consecutive days 
before discharge, or during a covered post
hospital extended care stay, if home health 
services are initiated for the individual with
in 30 days after discharge from the hospital, 
rural primary care hospital or extended care 
facility. ". 

(C) CONFORMING AMENDMENTS.-Section 
1812(b) (42 U.S.C. 1395d(b)) is amended-

(1) by striking " or" at the end of paragraph 
(2); 

(2) by striking the period at the end of 
paragraph (3) and insert.ing ";or", and 

(3) by adding after paragraph (3) the fol
lowing: 

"(4) post-hospital home health services fur
nished to the individual beginning after such 
services have been furnished to the indi
vidual for a total of 100 visits.". 

(d) PHASE-IN OF ADDITIONAL PART B COSTS 
IN DETERMINATION OF PART B MONTHLY PRE
MIUM.-Section 1839(a) (42 U.S.C. 1395r(a)) is 
amended-

(1) in paragraph (3) in the sentence inserted 
by section 5541 of this title, by inserting 
"(except as provided in paragraph (5)(B))" 
before the period, and 

(2) by adding after paragraph (4) the fol
lowing: 

"(5)(A) The Secretary shall, at the time of 
determining the monthly actuarial rate 
under paragraph (1) for 1998 through 2003, 
shall determine a transitional monthly actu
arial rate for enrollees age 65 and over in the 
same manner as such rate is determined 
under paragraph (1), except that there shall 
be excluded from such determination an esti
mate of any benefits and administrative 
costs attributable to home health services 
for which payment would have been made 
under part A during the year but for para
graph (4) of section 1812(b). 

"(B) The monthly premium for each indi
vidual enrolled under this part for each 
month for a year (beginning with 1998 and 
ending with 2003) shall be equal to 50 percent 
of the monthly actuarial rate determined 
under subparagraph (A) increased by the fol
lowing proportion of the difference between 
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such premium and the monthly premium 
otherwise determined under paragraph (3) 
(without regard to this paragraph): 

"(i) For a month in 1998, 1h. 
"(ii) For a month in 1999, 2h. 
"(iii) For a month in 2000, 3h . 
"(iv) For a month in 2001, 4h. 
"(v) For a month in 2002, 5h. 
"(vi) For a month in 2003, 6h. 
(e) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made by 

this section apply to services furnished on or 
after October 1, 1997. 

(2) SPECIAL RULE.-If an individual is enti
tled to benefits under part A of title XVIII of 
the Social Security Act (42 U.S.C. 1395 et 
seq.), but is not enrolled in the insurance 
program established by part B of that title, 
the individual also shall be entitled under 
part A of that title to home health services 
that are not post-hospital home health serv
ices (as those terms are defined under that 
title) furnished before the 19th month that 
begins after the date of enactment of this 
Act. 

LOTT AMENDMENT NO. 505 
Mr. ROTH (for Mr. LOTT) proposed an 

amendment to amendment No. 448 pro
posed by Mr. CHAFEE to the bill, s. 947, 
supra; as follows: 

On page 1, line 6 of the amendment, strike 
"means," and all that follows and insert the 
following: " means, with respect to a State, 
any plan or arrangement that provides, or 
pays the cost of, health benefits that the 
Secretary has certified are equivalent to or 
better than the items and services covered 
for a child under one of the 5 plans under 
chapter 89 of title 5, United States Code, 
serving the largest number of enrolled fami
lies with children in a State, and that other
wise satisfies State insurance standards and 
requirements. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

"(7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

"(8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

" (9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

"(10) STATE.- The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

"(11) STATE CHILDREN'S HEALTH EXPENDI
TURES.-The term 'State children 's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

"(A) the State plan for medical assistance 
under title XIX; 

"(B) the maternal and child health services 
block grant program under title V; 

"(C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

"(D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

"(E) school-based health services pro
grams; 

"(F) State programs that provide uncom
pensated or indigent health care; 

"(G) county-indigent care programs for 
which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

"(H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

"(12) STATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

"(a) APPROPRIATION.-
"(l) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated ~ 
there is appropriated for the purpose of car
rying out this title-

" (A) for fiscal year 1998, $2,500,000,000; 
"(B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
"(C) for fiscal year 2001, $3,600,000,000; 
"(D) for fiscal year 2002, $3,500,000,000; 
"(E) for each of fiscal years 2003 through 

2007' $4,580,000,000. 
"(2) AVAILABILITY.-Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

" (b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

"(1) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

"(3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

"(c) STATE ENTITLEMENT.- This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

"(d) EFFECTIVE DATE.- No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

"(a) GENERAL DESCRIPTION.- A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

"(1) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

"(2) describes tb.e manner in which such 
coverage shall be provided; and 

"(3) provides such other information as the 
Secretary may require. 

"(b) OTHER REQUIREMENTS.-The program 
outline submitted under this section shall 
include the following: 

"(l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.-A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

"(2) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

"(A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

"(B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.-A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

"(c) DEADLINE FOR SUBMISSION.-A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. DISTRIBUTION OF FUNDS. 

"(a) ESTABLISHMENT OF FUNDING POOLS.
"(1) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis
cal year, determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL ADJUSTMENT OF RESERVE PER
CENTAGES.- The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

"(b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

"(!) STATES.-
"(A) IN GENERAL.-From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State's allotment per
centage for such fiscal year. 

'(B) STA'TE'S ALLOTMENT PERCENTAGE.
"(i) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

" (ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

"(2) OTHER S'l'A'l'ES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
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for such fiscal year In accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

"(i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.-Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

"(C) PAYMENTS.-
"(1) IN GENERAL.-The Secretary shall
"(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102( 4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bonus amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.-For purposes of para

graph (1), the applicable bonus amount is-
"(i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 
be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

"(B) SOURCE OF BONUSES.-
" (i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State's allotment for a fiscal year. 

"(ii) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 

"(3) DEFINITION OF COST OF PROVIDING 
HEALTH INSURANCE COVERAGE.-For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

"(A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

"(4) LIMITATION ON TOTAL PAYMENTS.-With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this tnle for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
"(A) DEEMED COMPLIANCE.-A State shall 

be deemed to be in compliance with this pro
vision if-

"(i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

"(ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) FAILURE TO MAINTAIN MEDICAID STAND
ARDS AND METHODOLOGIES.-A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(1) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

"(ii) any bonus amounts described in para
graph (2)(A)(ii). 

"(C) FAILURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.-A State that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

"(6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.- The Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(1) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STATE OPTIONS FOR REMAINDER.-A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med-

icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State's eligibility for receiving the 5 
percent bonus described in section 
2105(c)(2)(A)(i) for children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title. 

"(c) PROHIBITION ON USE OF FUNDS.-No 
funds provided under this title may be used 
to provide health insurance coverage for

"(1) families of State public employees; or 
"(2) children who are committed to a penal 

institution. 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

"(e) ADMINISTRA'fIVE EXPENDITURES.-
"(l) IN GENERAL.-Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin
istrative expenditures for the program fund
ed under this title . 

"(2) APPLICABLE PERCENTAGE.-For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year ls-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

"(B) for the third year of a State program 
funded under this title, 7.5 percent; and 

''(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

"(f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) AUDITS.-The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

"(h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.- The State shall conduct the 
program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

"(a) STATE OPTION.-
"(1) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORI'l'Y FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

" (3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) AFFORDABILITY.-An eligible State 
may impose any family premium obligations 
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or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 
percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line , lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CERTAIN BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) is en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental heal th." 

ROTH AMENDMENT NO. 506 
Mr. ROTH proposed an amendment to 

the bill, S. 947, supra; as follows: 
On page 568, beginning with line 9, strike 

all through line 25 on page 569 and insert the 
following: 

(a) IN GENERAL.-Section 1886(b)(3)(B)(ii) 
(42 U.S.C. 1395ww(b)(3)(B)(ii)) is amended

(1) by striking " and" at the end of sub
clause (V); 

(2) by redesignating subclause (VI) as sub
clause (VIII); and 

(3) by inserting after subclause (V), the fol
lowing subclauses: 

"(VI) for fiscal years 1998 through 2001, is 0 
percent; 

"(VII) for fiscal year 2002, is the market 
basket percentage increase minus 3.0 per
centage points, and". 

On page 571, strike lines 5 through 21 and 
insert the following: 

"(F)(i) Except as provided in clause (ii), in 
the case of a hospital or unit that is within 
a class of hospital described in clause (iii), 
for cost reporting periods beginning on or 
after October 1, 1997, and before October 1, 
2002, such target amount may not be greater 
than the 75th percentile of the target 
amounts for such hospitals within such class 
for cost reporting· periods beginning during 
that fiscal year (determined without regard 
to clause (ii)). 

"(ii) In the case of a hospital or unit-
"(!) that is within a class of hospital de

scribed in clause (iii); and 
"(II) whose operating costs of inpatient 

hospital services recognized under this title 
for the most recent cost reporting period for 
which information is available are less than 
the target amount for the hospital or unit 
under clause (i) (determined without regard 
to this clause) for its cost reporting period 
beginning on or after October 1, 1997, and be
fore October 1, 1998, 
clause (i) shall be applied for cost reporting 
periods beginning on or after October 1, 1997, 
and before October 1, 2002, by substituting 
for the dollar limit on the target amounts 
established under such clause for such period 
a dollar limit that is equal to the greater of 
90 percent of such dollar limit or the oper
ating costs of the hospital or unit deter
mined under subclause (II). 

"(iii) For purposes of this subparagraph, 
each of the following shall be treated as a 
separate class of hospital: 

"(I) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

"(II) Hospitals described in clause (ii) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

"(III) Hospitals described in clause (iv) of 
such subsection.''. 

On page 571, beginning with line 23, strike 
all through page 572, line 7, and insert the 
following: 

(a) CHANGE IN BONUS PAYMENT.- Section 
1886(b)(l)(A) (42 U.S.C. 1395ww(b)(l)(A)) is 
amended by striking all that follows 
"plus-" and inserting the following: 

" (i) in the case of a hospital with a target 
amount that is less than 135 percent of the 
median of the target amounts for hospitals 
in the same class of hospital, the lesser of 40 
percent of the amount by which the target 
amount exceeds the amount of the operating 
costs or 4 percent of the target amount; 

"(ii) in the case of a hospital with a target 
amount that equals or exceeds 135 of such 
median but is less than 150 percent of such 
median, the lesser of 30 percent of the 
amount by which the target amount exceeds 
the amount of the operating costs or 3 per
cent of the targ·e t amount; and 

"(iii) in the case of a hospital with a target 
amount that equals or exceeds 150 of such 
median, the lesser of 20 percent of the 
amount by which the target amount exceeds 
the amount of the operating costs or 2 per
cent of the target amount; or" . 

On page 574, line 6, strike " 130 percent" 
and insert " llO percent". 

On page 575, line 4, strike " 130 percent" 
and insert " llO percent". 

On page 575, line 23, strike " 130 percent" 
and insert " llO percent" . 

On page 576, between lines 13 and 14, insert 
the following: 
SEC. 5426A REBASING. 

Section 1886(b)(3) (42 U.S.C. 1395ww(b)(3)), 
as amended by section 5423, is amended by 
adding at the end the following: 

"(G)(i) In the case of a hospital (or unit de
scribed in the matter following clause (v) of 
subsection (d)(l)(B)) that received payment 
under this subsection for inpatient hospital 
services furnished before January 1, 1990, 
that is within a class of hospital described in 
clause (iii), and that elects (in a form and 
manner determined by the Secretary) this 
subparagraph to apply to the hospital, the 
target amount for the hospital 's 12-month 
cost reporting period beginning during fiscal 
year 1998 is equal to the average described in 
clause (ii). 

"(ii) The average described in this clause 
for a hospital or unit shall be determined by 
the Secretary as follows: 

"(I) The Secretary shall determine the al
lowable operating costs for inpatient hos
pital services for the hospital or unit for 
each of the 5 cost reporting periods for which 
the Secretary has the most recent settled 
cost reports as of the date of the enactment 
of this subparagraph. 

"(II) The Secretary shall increase the 
amount determined under subclause (I) for 
each cost reporting period by the applicable 
percentage increase under subparagraph 
(B)(ii) for each subsequent cost reporting pe
riod up to the cost reporting period described 
in clause (i). 

"(III) The Secretary shall identify among 
such 5 cost reporting periods the cost report
ing periods for which the amount determined 
under subclause (II) is the highest, and the 
lowest. 

"(IV) The Secretary shall compute the 
averages of the amounts determined under 
subclause (II) for the 3 cost reporting periods 
not identified under subclause (III). 

" (iii) For purposes of this subparagraph, 
each of the following shall be treated as a 
separate class of hospital: 

"(I) Hospitals described in clause (i) of sub
section (d)(l)(B) and psychiatric units de
scribed in the matter following clause (v) of 
such subsection. 

"(II) Hospitals described in clause (ii) of 
such subsection and rehabilitation units de
scribed in the matter following clause (v) of 
such subsection. 

"(III) Hospitals described in clause (iii) of 
such subsection. 

"(IV) Hospitals described in clause (iv) of 
such subsection. 

"(V) Hospitals described in clause (v) of 
such subsection.". 

On page 607, between lines 20 and 21, insert 
the following: 

(c) EXCLUSION OF CERTAIN WAGES.-In the 
case of a hospital that is owned by a munici
pality and that was reclassified as an urban 
hospital under section 1886(d)(10) of the So
cial Security Act for fiscal year 1996, in cal
culating the hospital's average hourly wage 
for purposes of geographic reclassification 
under such section for fiscal year 1998, the 
Secretary of Heal th and Human Services 
shall exclude the general service wages and 
hours of personnel associated with a skilled 
nursing facility that is owned by the hos
pital of the same municipality and that is 
physically separated from the hospital to the 
extent that such wages and hours of such 
personnel are not shared with the hospital 
and are separately . documented. A hospital 
that applied for and was denied reclassifica
tion as an urban hospital for fiscal year 1998, 
but that would have received reclassification 
had the exclusion required by this section 
been applied to it, shall be reclassified as an 
urban hospital for fiscal year 1998. 

Beginning on page 831, strike line ll and 
all that follows through page 832, line 13 and 
insert the following: 
SEC. 5758. STUDY AND GUIDELINES REGARDING 

MANAGED CARE ORGANIZATIONS 
AND INDIVIDUALS WITH SPECIAL 
HEALTH CARE NEEDS. 

(a) STUDY AND RECOMMENDATIONS.-The 
Secretary of Health and Human Services (in 
this section referred to as the "Secretary"), 
in consultation with States, managed care 
organizations, the National Academy of 
State Health Policy, representatives of bene
ficiaries with special health care needs, ex
perts in specialized health care, and others, 
shall conduct a study and develop the guide
lines described in subsection (b). Not later 
than 2 years after the date of enactment of 
this Act, the Secretary . shall report such 
guidelines to Congress and make rec
ommendations for implementing legislation. 

(b) GUIDELINES DESCRIBED.-The guidelines 
to be developed by the Secretary shall relate 
to issues such as risk adjustment, solvency, 
medical necessity definitions, case manage
ment, quality controls, adequacy of provider 
networks, access to specialists (including pe
diatric specialists and the use of specialists 
as primary care providers), marketing, com
pliance with the Americans with Disabilities 
Act of 1990 (42 U.S.C. 12101 et seq.), speedy 
grievance and appeals procedures, data col
lection, and such other matters as the Sec
retary may determine, as these issues affect 
care provided to individuals with special 
health care needs and chronic conditions in 
capitated managed care or primary care case 
management plans. The Secretary shall dis
tinguish which guidelines should apply to 
primary care case management arrange
ments, to capitated risk sharing arrange
ments, or to both. Such guidelines :;;hould be 
designed to be used in reviewing State pro
posals under title XIX of the Social Security 
Act (42 U.S.C. 1396 et seq.) (by waiver request 
or State plan amendment) to implement 
mandatory capitated managed care or pri
mary care case management arrangements 
that enroll beneficiaries with chronic condi
tions or special health care needs. 
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On page· 843, between lines 10 and 11, insert 

the following: 
SEC. 5766A. WAIVER OF CERTAIN PROVIDER TAX 

PROVISIONS. 
Notwithstanding any other provision of 

law, taxes, fees, or assessments, as defined in 
section 1903(w)(3)(A) of the Social Security 
Act (42 U.S.C. 1396b(w)(3)(A)), that were col
lected by the State of New York from a 
health care provider before June 1, 1997, and 
for which a waiver of the provisions of sub
paragraph (B) or (C) of section 1903(w)(3) of 
such Act has been applied for, or that would, 
but for this paragraph require that such a 
waiver be applied for, in accordance with 
subparagraph (E) of such section, and, (if so 
applied for) upon which action by the Sec
retary of Health and Human Services (in
cluding any judicial review of any such pro
ceeding) has not been completed as of the 
date of enactment of this Act, are deemed to 
be permissible health care related taxes and 
in compliance with the requirements of sub
paragraphs (B) and (C) of sections 1903(w)(3) 
of such Act. 
SEC. 5766B. CONTINUATION OF STATE-WIDE SEC

TION 1115 MEDICAID WAIVERS. 
(a) IN GENERAL.-Section 1115 of the Social 

Security Act (42 U.S.C. 1315) is amended by 
adding at the end the following: 

"(d)(l) The provisions of this subsection 
shall apply to the extension of statewide 
comprehensive research and demonstration 
projects (in this subsection referred to as 
'waiver project') for which waivers of compli
ance with the requirements of title XIX are 
granted under subsection (a). With respect to 
a waiver project that, but for the enactment 
of this subsection, would expire, the State at 
its option may not later than 1 year before 
the waiver under subsection (a) would expire 
(acting through the chief executive officer of 
the State who is operating the project), sub
mit to the Secretary a written request for an 
extension of such waiver project for up to 2 
years. 

" (2) The requirements of this paragraph 
are that the waiver project--

" (A) has been successfully operated for 5 or 
more years ; and 

" (B) has been shown, through independent 
evaluations sponsored by the Health Care Fi
nancing Administration, to successfully con
tain costs and provide access to health care. 

" (3)(A) In the case of waiver projects de
scribed in paragraph (l)(A), if the Secretary 
fails to respond to the request within 6 
months after the date on which the request 
was submitted, the request is deemed to have 
been granted. 

" (B) If the request is granted or deemed to 
have been granted, the deadline for sub
mittal of a final report shall be 1 year after 
the date on which the waiver project would 
have expired but for the enactment of this 
subsection. 

" (C) The Secretary shall release an evalua
tion of each such project not later than 1 
year after the date of receipt of the final re
port. 

" (D) Phase-down provisions which were ap
plicable to waiver projects before an exten
sion was provided under this subsection shall 
not apply. 

" (4) The extension of a waiver project 
under this subsection shall be on the same 
terms and conditions (including applicable 
terms and conditions related to quality and 
access of services, budget neutrality as ad
justed for inflation, data and reporting re
quirements and special population protec
tions), except for any phase down provisions, 
and subject to the same set of waivers that 
applied to the project or were granted before 

the extension of the project under this sub-
. section. The permanent continuation of a 
waiver project shall be on the same terms 
and conditions, including financing, and sub
ject to the same set of waivers. No test of 
budget neutrality shall be applied in the case 
of projects described in paragraph (2) after 
that date on which the permanent extension 
was granted. 

"(5) In the case of a waiver project de
scribed in paragraph (2), the Secretary, act
ing through the Health Care Financing Ad
ministration shall, deem any State's request 
to expand medicaid coverage in whole or in 
part to individuals who have an income at or 
below the Federal poverty level as budget 
neutral if independent evaluations sponsored 
by the Health Care Financing Administra
tion have shown that the State's medicaid 
managed care program under such original 
waiver is more cost effective and efficient 
than the traditional fee-for-service medicaid 
program that, in the absence of any managed 
care waivers under this section, would have 
been provided in the State.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall become effec
tive on the date of enactment of this Act. 

Beginning on page 869, strike line 21 and 
all that follows through page 870, line 15 and 
insert the following: 
SEC. 5813. EXCEPTIONS FOR CERTAIN INDIANS 

FROM LIMITATION ON ELIGIBILITY 
. FOR SUPPLEMENTAL SECURITY IN

COME AND MEDICAID BENEFITS. 
(a) EXCEPTION FROM LIMITATION ON SSI ELI

GIBILITY.-Section 402(a)(2) of the Personal 
Responsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S.C. 1612(a)(2)) is 
amended-

(1) by redesignating subparagraph (D) and 
subparagraph (E); and 

(2) by inserting after subparagraph (C) the 
following: 

' '(D) SSI EXCEPTION FOR CERTAIN INDIANS.
With respect to eligibility for benefits for 
the program defined in paragraph (3)(A) (re
lating to the supplemental security income 
program), paragraph (1) shall not apply to 
any individual-

" (i) who is an American Indian born in 
Canada to whom the provisions of section 289 
of the Immigration and Nationality Act (8 
U .S.C. 1358) apply; or 

" (ii) who is a member of an Indian tribe (as 
defined in section 4(e) of the Indian Self-De
termination and Education Assistance Act 
(25 U.S.C. 450b(e)). " . . 

(b) EXCEPTION FROM LIMITATION ON MED
ICAID ELIGIBILITY.-Section 402(b)(2) of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1612(b)(2)) is amended-

(1) by redesignating subparagraph (D) and 
subparagraph (E); and 

(2) by inserting after subparagraph (C) the 
following: 

" (D) MEDICAID EXCEPTION FOR CERTAIN INDI
ANS.-With respect to eligibility for benefits 
for the program defined in paragraph (3)(A) 
(relating to the medicaid program), para
graph (1 ) shall not apply to any individual 
described in subsection (a)(2)(D). ". 

(c) SSI AND MEDICAID EXCEPTIONS FROM 
LIMITATION ON ELIGIBILITY OF NEW EN
TRANTS.-Section 403(b) of the Personal Re
sponsibility and Work Opportunity Rec
onciliation Act of 1996 (8 U.S .C. 1613(b)) is 
amended by adding at the end the following: 

" (3) SSI AND MEDICAID EXCEPTION FORCER
TAIN INDIANS.-An individual described in 
section 402(a)(2)(D), but only with respect to 
the programs specified in subsections 
(a)(3)(A) and (b)(3)(C) of section 402.". 

(d) EFFECTIVE DATE.-

(1) SECTION 402.-The amendments made by 
subsections (a) and (b) shall take effect as 
though they had been included in the enact
ment of section 402 of the Personal Responsi
bility and Work Opportunity Reconciliation 
Act of 1996. 

(2) SECTION 403.-The amendment made by 
subsection (c) shall take effect as though 
they had been included in the enactment of 
section 403 of the Personal Responsibility 
and Work Opportunity Reconciliation Act of 
1996. 

On page 876, line 21, strike " subparagraph 
(C)(i)" and insert " clauses (i) and (ii) of sub
paragraph (C)" . 

On page 877, beginning on line 11, strike 
" at least" and all that follows through the 
period and insert the following: "the applica
ble percentage for the immediately pre
ceding fiscal year, as defined by section 
409(a)(7)(B)(ii). ''. 

On page 888, between lines 22 and 23, insert 
the following flush language: 
Contracts or vouchers for job placement 
services supported by these funds must re
quire that at least 1h of the payment occur 
after a eligible individual placed into the 
workforce has been in the workforce for 6 
months. 

LOTT AMENDMENT NO. 507 
Mr. ROTH (for Mr. LOTI') proposed an 

amendment to amendment No. 501 pro
posed by Mr. CHAFEE to the bill, s. 947, 
supra; as follows: 

In the pending amendment, No. 501, strike 
all after the first word and insert the fol
lowing: 

Subtitle J-Children's Health Insurance 
Initiatives 

SEC. 5801. ESTABLISHMENT OF CHILDREN'S 
HEAL TH INSURANCE INITIATIVES. 

(a) IN GENERAL.- Notwithstanding any 
other provision of the Act, the Social Secu
rity Act is amended by adding at the end the 
following: 
''TITLE XXI- CHILD HEALTH INSURANCE 

INITIATIVES 
"SEC. 2101. PURPOSE. 

The purpose of this title is to provide funds 
to States to enable such States to expand 
the provision of health insurance coverage 
for low-income children. Funds provided 
under this title shall be used to achieve this 
purpose through outreach activities de
scribed in section 2106(a) and, at the option 
of the State through-

" (1) a grant program conducted in accord
ance with section 2107 and the other require
ments of this title; or 

"(2) expansion of coverage of such children 
under the State medicaid program who are 
not required to be provided medical assist
ance under section 1902(1) (taking into ac
count the process of individuals aging into 
eligibility under subsection (l)(l)(D)). 
"SEC. 2102. DEFINITIONS. 

In this title : 
" (l) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.- The term 'base-year covered 
low-income child population' means the 
total number of low-income children with re
spect to whom, as of fiscal year 1996, an eligi
ble State provides or pays the cost of health 
benefits either through a State funded pro
gram or through expanded eligibility under 
the State plan under title XIX (including 
under a waiver of such plan), as determined 
by the Secretary. Such term does not include 
any low-income child described in paragraph 
(3)(A) that a State must cover in order to be 
considered an eligible State under this title . 
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" (2) CHILD.-The term 'child' means an in

dividual under 19 years of age. 
"(3) ELIGIBLE STATE.- The term 'eligible 

State ' means, with respect to a fiscal year, a 
State that-

"(A) provides, under section 1902(l)(l)(D) or 
under a waiver, for eligibility for medical as
sistance under a State plan under title XIX 
of individuals under 17 years of age in fiscal 
year 1998, and under 19 years of age in fiscal 
year 2000, regardless of date of birth; 

"(B) has submitted to the Secretary under 
section 2104 a program outline that-

"(i) sets forth how the State intends to use 
the funds provided under this title to provide 
health insurance coverage for low-income 
children consistent with the provisions of 
this title; and 

"(ii) is approved under section 2104; and 
" (iii) otherwise satisfies the requirements 

of this title; and 
" (C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5).". 
"(4) FEDERAL MEDICAL ASSISTANCE PERCENT

AGE.- The term 'Federal medical assistance 
percentage ' means, with respect to a State, 
the meaning given that term under section 
1905(b). Any cost-sharing imposed under this 
title may not be included in determining 
Federal medical assistance percentage for re
imbursement of expenditures under a State 
program funded under this title. 

" (5) FEHBP-EQUIVALENT CHILDREN'S 
HEALTH INSURANCE COVERAGE.-The term 
'FEHBP-equivalent children's health insur
ance coverage' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the items and services 
covered for a child under one of the 5 plans 
under chapter 89 of title 5, United States 
Code, serving the largest number of enrolled 
families with children in a State, and that 
otherwise satisfies State insurance standards 
and requirements. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

" (7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

" (8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

" (9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

" (10) STATE.-The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

" (11) STATE CHILDREN'S HEALTH EXPENDI
TURES.- The term 'State children 's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

" (A) the State plan for medical assistance 
under title XIX; 

" (B) the maternal and child health services 
block grant program under title V; 

" (C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

" (D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

" (E) school-based health services pro
grams; 

" (F) State programs that provide uncom
pensated or indigent health care; 

" (G) county-indigent care programs for 
which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

" (H) any other program under which the 
Secretary determines the 'State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

" (12) STATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

" (a) APPROPRIATION.-
" (!) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

" (A) for fiscal year 1998, $2,500,000,000; 
"(B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
"(C) for fiscal year 2001, $3,600,000,000; 
" (D) for fiscal year 2002, $3,500,000,000; 
"(E) for each of fiscal years 2003 through 

2007' $4,580,000,000. 
" (2) AVAILABILITY .-Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

" (l) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

" (3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

"(c) STA1'E ENTITLEMENT.- This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

" (d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

" (a) GENERAL DESCRIPTION.- A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

" (1) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

"(2) describes the manner in which such 
coverage shall be provided; and 

"(3) provides such other information as the 
Secretary may require. 

" (b) OTHER REQUIREMENTS.- The program 
outline submitted under this section shall 
include the following: 

" (l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.- A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

" (2) ELIGIBILITY SCREENING; COORDINA1'ION 
WITH OTHER HEALTH COVERAGE.- A descrip
tion of the procedures to be used to ensure-

" (A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

" (B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.-A description of how the 
State will ensure that Indians are served 
throug·h a State program funded under this 
title. 

" (c) DEADLINE FOR SUBMISSION.- A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. DISTRIBUTION OF FUNDS. 

" (a) ESTABLISHMENT OF FUNDING POOLS.
"(l) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis
cal year, determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL AD.JUSTMENT OF RESERVE PER
CENTAGES.- The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

" (b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

" (l) STATES.-
" (A) IN GENERAL.-From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State 's allotment per
centage for such fiscal year. 

" (B) STATE'S ALLOTMENT PERCENTAGE.
" (i) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

" (ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

" (2) OTHER STATES.-
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"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

"(i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.- Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

"(c) PAYMENTS.-
"(!) IN GENERAL.-The Secretary shall
"(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

" (B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102(4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bonus amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.-For purposes of para

graph (1), the applicable bonus amount is-
" (i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 
be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

" (B) SOURCE OF BONUSES.-
"(i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State's allotment for a fiscal year. 

"(ii) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 

(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 

"(3) DEFINITION OF COST OF PROVIDING 
HEALTH INSURANCE COVERAGE.-For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

" (A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

"(4) LIMITA'l'ION ON TOTAL PAYMENTS.- With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
"(A) DEEMED COMPLIANCE.-A State shall 

be deemed to be in compliance with this pro
vision if-

"(i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

' ' (ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) FAILURE TO MAINTAIN MEDICAID STAND
ARDS AND METHODOLOGIES.-A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(i) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

" (ii) any bonus amounts described in para
graph (2)(A)(ii) . 

"(C) FAILURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.- A State· that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

" (6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(!) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

" (A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

" (b) STATE OPTIONS FOR REMAINDER.-A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 

a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med
icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State's eligibility for receiving the 5 
percent bonus described in section 
2105(c)(2)(A)(i) for children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title. 

" (c) PROHIBITION ON USE OF FUNDS.- No 
funds provided under this title may be used 
to provide health insurance coverage for

"(1) families of State public employees; or 
"(2) children who are committed to a penal 

institution. · 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.- Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

" (e) ADMINISTRATIVE EXPENDITURES.-
"(!) IN GENERAL.-Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin
istrative expenditures for the program fund
ed under this title. 

" (2) APPLICABLE PERCENTAGE.-For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year is-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

" (B) for the third year of a State program 
funded under this title, 7 .5 percent; and 

"(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

" (f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) AUDITS.- The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

" (h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.-The State shall conduct the 
program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

" (a) STA'l'E 0PTION.-
" (l) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

" (3) DETERMINA'l'ION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.- An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 
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"(4) AFFORDABILITY.-An eligible State 

may impose any family premium obligations 
or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 
percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line, lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CERTAIN BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) is en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental health. 

"(b) NONENTITLEMENT.-Nothing in this 
section shall be construed as providing an 
entitlement for an individual or person to 
any health insurance coverage, assistance, or 
service provided through a State · program 
funded under this title. If, with respect to a 
fiscal year, an eligible State determines that 
the funds provided under this title are not 
sufficient to provide health insurance cov
erage for all the low-income children that 
the State proposes to cover in the State pro
gram outline submitted under section 2104 
for such fiscal year, the State may adjust 
the applicable eligibility criteria for such 
children appropriately or adjust the State 
program in another manner specified by the 
Secretary, so long as any such adjustments 
are consistent with the purpose of this title. 
"SEC. 2108. PROGRAM INTEGRITY. 

" The following provisions of the Social Se
curity Act shall apply to eligible States 
under this title in the same manner as such 
provisions apply to a State under title XIX: 

"(1) Section 1116 (relating to administra
tive and judicial review). 

"(2) Section 1124 (relating to disclosure of 
ownership and related information). 

"(3) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals). 

"(4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties). 

"(7) Section 1132 (relating to periods within 
which claims must be filed). 

"(8) Section 1902(a)(4)(C) (relating to con
flict of interest standards). 

"(9) Section 1903(i) (relating to limitations 
on payment). 

"(10) Section 1903(m)(5) (as in effect on the 
day before the date of enactment of the Bal
anced Budget Act of 1997). 

"(11) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

" (12) Section 1905(a)(B) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an institution for mental dis
eases from the definition of medical assist
ance). 

" (13) Section 1921 (relating to state licen
sure authorities). 

" (14) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability). 

" (15) Sections 1948 and 1949 (as added by 
section 5701(a)(2) of the Balanced Budget Act 
of 1997). 
"SEC. 2109. ANNUAL REPORTS. 

" (a) ANNUAL STATE ASSESSMENT OF 
PROGRESS.-An eligible State shall-

"(1) assess the operation of the State pro
gram funded under this title in each fiscal 

year, including the progress made in pro
viding health insurance coverage for low-in
come children; and 

" (2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

"(b) REPORT OF THE SECRETARY.-The Sec
retary shall submit to the appropriate com
mittees of Congress an annual report and 
evaluation of . the State programs funded 
under this title based on the State assess
ments and reports submitted under sub
section (a). Such report shall include any 
conclusions and recommendations that the 
Secretary considers appropriate. ' '. 

(b) CONFORMING AMENDMENT.-Section 
1128(h) (42 U.S.C. 1320a- 7(h)) is amended by

(1) in paragraph (2), by striking " or" at the 
end; 

(2) in paragraph (3), by striking the period 
and inserting", or" ; and 

(3) by adding at the end the following: 
"(4) a program funded under title XXL " . 
(c) EFFECTIVE DATE.-The amendments 

made by this section apply on and after Oc
tober 3, 1997. 

LOTT AMENDMENT NO. 508 

Mr. ROTH (for Mr. LOTT) proposed an 
amendment to amendment No. 500 pro
posed by Mr. CHAFEE to the bill, s. 947, 
supra; as follows: 

In the pending amendment, No. 500, strike 
all after the first word and insert the fol
lowing: 

Subtitle J-Children•s Health Insurance 
Initiatives 

SEC. 5801. ESTABLISHMENT OF CHILDREN'S 
HEALTH INSURANCE INITIATIVES. 

(a) IN GENERAL.-Notwithstanding any 
other provision of the Act, the Social Secu
rity Act is amended by adding at the end the 
following: 
"TITLE XXI-CHILD HEALTH INSURANCE 

INITIATIVES 
"SEC. 2101. PURPOSE. 

The purpose of this title is to provide funds 
to States to enable such States to expand 
the provision of health insurance coverage 
for low-income children. Funds provided 
under this title shall be used to achieve this 
purpose through outreach activities de
scribed in section 2106(a) and, at the option 
of the State through-

" (1) a grant program conducted in accord
ance with section 2107 and the other require
ments of this title; or 

"(2) expansion of coverage of such children 
under the State medicaid program who are 
not required to be provided medical assist
ance under section 1902(1) (taking into ac
count the process of individuals aging into 
eligibility under subsection (l)(l)(D)) . 
"SEC. 2102. DEFINITIONS. 

In this title: 
"(l) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-The term 'base-year covered 
low-income child population' means the 
total number of low-income children with re
spect to whom, as of fiscal year 1996, an eligi
ble State provides or pays the cost of health 
benefits either through a State funded pro
gram or through expanded eligibility under 
the State plan under title XIX (including 
under a waiver of such plan), as determined 
by the Secretary. Such term does not include 
any low-income child described in paragraph 
(3)(A) that a State must cover in order to be 
considered an eligible State under this title. 

"(2) CHILD.-The term 'child' means an in
dividual under 19 years of age. 

" (3) ELIGIBLE STATE.-The term 'eligible 
State ' means, with respect to a fiscal year, a 
State that-

" (A) provides, under section 1902(1)(1)(D) or 
under a waiver, for eligibility for medical as
sistance under a State plan under title XIX 
of individuals under 17 years of age in fiscal 
year 1998, and under 19 years of age in fiscal 
year 2000, regardless of date of birth; 

" (B) has submitted to the Secretary under 
section 2104 a program outline that-

"(i) sets forth how the State intends to use 
the funds provided under this title to provide 
health insurance coverage for low-income 
children consistent with the provisions of 
this title; and 

" (ii) is approved under section 2104; and 
" (iii) otherwise satisfies the requirements 

of this title; and 
" (C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5).". 
"(4) FEDERAL MEDICAL ASSISTANCE PERCENT

AGE.- The term 'Federal medical assistance 
percentage' means, with respect to a State, 
the meaning given that term under section 
1905(b). Any cost-sharing imposed under this 
title may not be included in determining 
Federal medical assistance percentage for re
imbursement of expenditures under a State 
program funded under this title. 

"(5) FEHBP-EQUIVALENT CHILDREN'S 
HEALTH INSURANCE COVERAGE.- The term 
'FEHBP-equivalent children's health insur
ance coverage ' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the items and services 
covered for a child under one of the 5 plans 
under chapter 89 of title 5, United States 
Code, serving the largest number of enrolled 
families with children in a State, and that 
otherwise satisfies State insurance standards 
and requirements. 

" (6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

"(7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

"(8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

"(9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

" (10) STATE.- The term 'State ' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

"(11) STATE CHILDREN'S HEALTH EXPENDI
TURES.- The term 'State children's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with heal th care 1 terns and services 
under-

" (A) the State plan for medical assistance 
under title XIX; 

"(B) the maternal and child health services 
block grant program under title V; 

"(C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

" (D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

"(E) school-based health services pro
grams; 
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"(F) State programs that provide uncom

pensated or indigent health care; 
"(G) county-indigent care programs for 

which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

"(H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

"(12) STA'l'E MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

"(a) APPROPRIATION.-
"(l) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

"(A) for fiscal year 1998, $2,500,000,000; 
"(B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
"(C) for fiscal year 2001, $3,600,000,000; 
"(D) for fiscal year 2002, $3,500,000,000; 
''(E) for each of fiscal years 2003 through 

2007, $4,580,000,000. 
"(2) AVAILABILITY.-Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

"(1) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

"(3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that ls at or 
below the poverty line. 

"(c) STATE ENTITLEMENT.-This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

"(d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

"(a) GENERAL DESCRIPTION.- A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

"(1) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

"(2) describes the manner in which such 
coverage shall be provided; and 

"(3) provides such other information as the 
Secretary may require. 

"(b) OTHER REQUIREMENTS.- The program 
outline submitted under this section shall 
include the following: 

" (1) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.-A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

"(2) ELIGIBILITY SCREENING; COORDINATION 
WITH O'l'HER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

"(A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

"(B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.-A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

"(c) DEADLINE FOR SUBMISSION.-A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. DISTRIBUTION OF FUNDS. 

"(a) ESTABLISHMENT OF FUNDING POOLS.
"(l) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis-
. cal year, determined after the reduction re

quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section ( c)(2)(B)(ii). 

"(2) ANNUAL ADJUSTMENT OF RESERVE PER
CENTAGES.- The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

"(b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

"(1) S'I'ATES.-
"(A) IN GENERAL.- From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State 's allotment per
centage for such fiscal year. 

"(B) STATE'S ALLOTMENT PERCENTAGE.
"(i) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal t o the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

" (ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

"(2) OTHER STATES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 

for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Marlana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

" (i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per-

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.- Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

"(c) PAYMENTS.-
" (l) IN GENERAL.-The Secretary shall
" (A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102( 4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bonus amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.-For purposes of para

graph (1), the applicable bonus amount is-
"(1) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 
be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

"(B) SOURCE OF BONUSES.-
" (i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.- A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State's allotment for a fiscal year. 

" (ii) FOR O'l'HER LOW-INCOME CHILD POPU
LATIONS.- A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 
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" (3) DEFINITION OF COST OF PROVIDING 

HEALTH INSURANCE COVERAGE.-For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

" (A) · in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

" (4) LIMITATION ON TOTAL PAYMENTS.-With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
"(A) DEEMED COMPLIANCE.- A State shall 

be deemed to be in compliance with this pro
vision if-

" (i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

" (ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) FAILURE TO MAINTAIN MEDICAID STAND
ARDS AND METHODOLOGIES.- A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(i) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

"(ii) any bonus amounts described in para
graph (2)(A)(ii). 

"(C) FAILURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.-A State that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

"(6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(!) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVI'l'IES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STATE OPTIONS FOR REMAINDER.-A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med-

icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State's eligibility for receiving the 5 
percent bonus described in section 
2105(c)(2)(A)(1) for children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title. 

"(c) PROHIBITION ON USE OF FUNDS.-No 
funds provided under this title may be used 
to provide health insurance coverage for

"(1) families of State public employees; or 
"(2) children who are committed to a penal 

ins ti tu ti on. 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. · 

"(e) ADMINISTRATIVE EXPENDITURES.-
"(!) IN GENERAL.-Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin
istrative expenditures for the program fund
ed under this title. 

"(2) APPLICABLE PERCENTAGE.-For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year is-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

" (B) for the third year of a State program 
funded under this title, 7.5 percent; and 

"(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

" (f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) AUDITS.-The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

"(h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.-The State shall conduct the 
program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

"(a) STATE OPTION.-
"(!) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

"(3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided· under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) AFFORDABILITY.- An eligible State 
may impose any family premium obligations 

or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 
percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line, lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CERTAIN BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) is en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental health. 

"(b) NONENTITLEMENT.-Nothing in this 
section shall be construed as providing an 
entitlement for an individual or person to 
any health insurance coverage, assistance , or 
service provided through a State program 
funded under this title. If, with respect to a 
fiscal year, an eligible State determines that 
the funds provided under this title are not 
sufficient to provide health insurance cov
erage for all the low-income children that 
the State proposes to cover in the State pro
gram outline submitted under section 2104 
for such fiscal year, the State may adjust 
the applicable eligibility criteria for such 
children appropriately or adjust the State 
program in another manner specified by the 
Secretary, so long as any such adjustments 
are consistent with the purpose of this title. 
"SEC. 2108. PROGRAM INTEGRITY. 

"The following provisions of the Social Se
curity Act shall apply to eligible States 
under this title in the same manner as such 
provisions apply to a State under title XIX: 

"(1) Section 1116 (relating to administra
tive and judicial review). 

" (2) Section 1124 (relating to disclosure of 
ownership and related information). 

"(3) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals) . 

" (4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties). 

"(7) Section 1132 (relating to periods within 
which claims must be filed). 

"(8) Section 1902(a)(4)(C) (relating to con
flict of interest standards). 

"(9) Section 1903(i) (relating to limitations 
on payment). 

"(10) Section 1903(m)(5) (as in effect on the 
day before the date of enactment of the Bal
anced Budget Act of 1997). 

"(11) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

"(12) Section 1905(a)(B) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an institution for mental dis
eases from the definition of medical assist
ance). 

"(13) Section 1921 (relating to state licen
sure authorities). 

"(14) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability). 

"(15) Sections 1948 and 1949 (as added by 
section 5701(a)(2) of the Balanced Budget Act 
of 1997). 
"SEC. 2109. ANNUAL REPORTS. 

"(a) ANNUAL STATE ASSESSMENT OF 
PROGRESS.- An eligible State shall-

"(1) assess the operation of the State pro
gram funded under this title in each fiscal 
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year, including the progress made in pro
viding health insurance coverage for low-in
come children; and 

"(2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

"(b) REPORT OF THE SECRETARY.- The Sec-
. retary shall submit to the appropriate com
mittees of Congress an annual report and 
evaluation of the State programs funded 
under this title based on the State assess
ments and reports submitted under sub
section (a). Such report shall include any 
conclusions and recommendations that the 
Secretary considers appropriate.". 

(b) CONFORMING AMENDMENT.- Section 
1128(h) (42 U.S.C. 1320a-7(h)) is amended by

(1) in paragraph (2), by striking "or" at the 
end; 

(2) in paragraph (3), by striking the period 
and inserting", or"; and 

(3) by adding at the end the following: 
"(4) a program funded under title XXL". 
(c) EFFECTIVE DATE.-The amendments 

made by this section apply on and after Oc
tober 2, 1997. 

LOTT AMENDMENT NO. 509 
Mr. ROTH (for Mr. LO'IT) proposed an 

amendment to the bill, S. 947, supra; as 
follows: 

In the pending amendment, strike all after 
the first word and insert the following: 

Subtitle J--Children's Health Insurance 
Initiatives 

SEC. 5801. ESTABLISHMENT OF CHILDREN'S 
HEALTH INSURANCE INITIATIVES. 

(a) IN GENERAL.- Notwithstanding any 
other provision of the Act, the Social Secu
rity Act is amended by adding at the end the 
following: 
''TITLE XX.I- CHILD HEALTH INSURANCE 

INITIATIVES 
"SEC. 2101. PURPOSE. 

The purpose of this title is to provide funds 
to States to enable such States to expand 
the provision of health insurance coverage 
for low-income children. Funds provided 
under this title shall be used to achieve this 
purpose through outreach activities de
scribed in section 2106(a) and, at the option 
of the State through-

"(1) a grant program conducted in accord
ance with section 2107 and the other require
ments of this title; or 

"(2) expansion of coverage of such children 
under the State medicaid program who are 
not required to be provided medical assist
ance under section 1902(1) (taking into ac
count the process of individuals aging into 
eligibility under subsection (l)(l)(D)). 
"SEC. 2102. DEFINITIONS. 

In this title: 
"(l) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-The term 'base-year covered 
low-income child population' means the 
total number of low-income children with re
spect to whom, as of fiscal year 1996, an eligi
ble State provides or pays the cost of health 
benefits either through a State funded pro
gram or through expanded eligibility under 
the State plan under title XIX (including 
under a waiver of such plan), as determined 
by the Secretary. Such term does not include 
any low-income child described in paragraph 
(3)(A) that a State must cover in order to be 
considered an eligible State under this title . 

"(2) CHILD.- The term 'child' means an in
dividual under 19 years of age. 

"(3) ELIGIBLE STATE.-The term 'eligible 
State' means, with respect to a fiscal year, a 
State that-

"(A) provides, under section 1902(1)(1)(D) or 
under a waiver, for eligibility for medical as
sistance under a State plan under title XIX 
of individuals under 17 years of age in fiscal 
year 1998, and under 19 years of age in fiscal 
year 2000, regardless of date of birth; 

"(B) has submitted to the Secretary under 
section 2104 a program outline that-

"(i) sets forth how the State intends to use 
the funds provided under this title to provide 
health insurance coverage for low-income 
children consistent with the provisions of 
this title; and 

"(ii) is approved under section 2104; and 
"(iii) otherwise satisfies the requirements 

of this title; and 
"(C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5). ". 
"(4) F EDERAL MEDICAL ASSISTANCE PERCENT

AGE.-The term 'Federal medical assistance 
percentage' means, with respect to a State, 
the meaning given that term under section 
1905(b). Any cost-sharing imposed under this 
title may not be included in determining 
Federal medical assistance percentage for re
imbursement of expenditures under a State 
program funded under this title. 

"(5) FEHBP-EQUIVALENT CHILDREN'S 
HEALTH INSURANCE COVERAGE.- The term 
'FEHBP-equivalent children's health insur
ance coverage' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the items and services 
covered for a child under one of the 5 plans 
under chapter 89 of title 5, United States 
Code, serving the largest number of enrolled 
families with children in a State, and that 
otherwise satisfies State insurance standards 
and requirements. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

"(7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

"(8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

"(9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

"(10) STATE.-The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

"(11) STATE . CHILDREN'S HEALTH EXPENDI
TURES.-The term 'State children's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

"(A) the State plan for medical assistance 
under title XIX; 

"(B) the maternal and child health services 
block grant program under title V; 

"(C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

"(D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

"(E) school-based health services pro
grams; 

"(F) State programs that provide uncom
pensated or indigent health care; 

"(G) county-indigent care programs for 
which the State requires a matching share 

by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

"(H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services . 

"(12) STATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

"(a) APPROPRIATION.-
"(!) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

"(A) for fiscal year 1998, $2,500,000,000; 
" (B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
"(C) for fiscal year 2001, $3,600,000,000; 
"(D) for fiscal year 2002, $3,500,000,000; 
"(E) for each of fiscal years 2003 through 

2007' $4,580,000,000. 
"(2) AVAlLABILITY.-Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

"(1) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

" (3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

"(c) STATE ENTITLEMENT.- This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

"(d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

"(a) GENERAL DESCRIP'l'ION.- A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

"(1) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

" (2) describes the manner in which such 
coverage shall be provided; and 

"(3) provides such other information as the 
Secretary may require. 

"(b) OTHER REQUIREMENTS.-The program 
outline submitted under this section shall 
include the following: 

"(l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.-A summary of the standards and 
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methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

"(2) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

"(A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

"(B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.-A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

"(c) DEADLINE FOR SUBMISSION.- A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. DISTRIBUTION OF FUNDS. 

"(a) ESTABLISHMEN'l' OF FUNDING POOLS.
"(l) IN GENERAL.- From the amount appro

priated under section 2103(a)(l) for each fis
cal year. determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL ADJUSTMENT OF RESERVE PER
CENTAGES.-The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

"(b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

"(l) STATES.-
"(A) IN GENERAL.- From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State 's allotment per
centage for such fiscal year. 

"(B) STATE'S ALLOTMENT PERCENTAGE.
" (i) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2) . 

"(ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-ln clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

"(2) OTHER STATES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 

Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

"(i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.-Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

"(c) PAYMENTS.-
"(l) IN GENERAL.-The Secretary shall
"(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102(4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bqnus amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.~For purposes of para

graph (1), the applicable bonus amount is-
"(i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 

. be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

"(B) SOURCE OF BONUSES.-
"(i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.- A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State 's allotment for a fiscal year. 

"(ii) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 

"(3) DEFINITION OF COST OF PROVIDING 
HEALTH INSURANCE COVERAGE.-For purposes 

of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

"(A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

"(4) LIMITATION ON TOTAL PAYMENTS.-With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
"(A) DEEMED COMPLIANCE.-A State shall 

be deemed to be in compliance with this pro- · 
vision if-

"(i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

"(ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) FAILURE TO MAINTAIN MEDICAID STAND
ARDS AND METHODOLOGIES.-A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(i) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

"(ii) any bonus amounts described in para
graph (2)(A)(ii). 

"(C) FAILURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.-A State that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

"(6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(l) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STATE OPTIONS FOR REMAINDER.- A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med
icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State's eligibility for receiving the 5 
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percent bonus described in section 
2105(c)(2)(A)(i) for children covered by the 
State through expanded eligib111ty under the 
medicaid program under title XIX before the 
date of enactment of this title. 

"(c) PROHIBITION ON USE OF FUNDS.-No 
funds provided under this title may be used 
to provide health insurance coverage for

"(1) families of State public employees; or 
"(2) children who are committed to a penal 

institution. 
"(d) USE LIMITED TO STATE PROGRAM Ex

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

"(e) ADMINISTRATIVE EXPENDITURES.-
"(!) IN GENERAL.-Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin-

· istrative expenditures for the program fund
ed under this title. 

"(2) APPLICABLE PERCENTAGE.-For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year is-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

"(B) for the third year of a State program 
funded under this title, 7.5 percent; and 

"(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

"(f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.- The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) AUDITS.-The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

"(h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.-The State shall conduct the 
program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CillLDREN'S 
HEALTH INSURANCE. 

"(a) STATE 0PTION.-
"(l ) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

"(3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) AFFORDABILITY.- An eligible State 
may impose any family premium obligations 
or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 

percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line, lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CERTAIN BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) ls en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental health. 

"(b) NONENTITLEMENT.- Nothing in this 
section shall be construed as providing an 
entitlement for an individual or person to 
any health insurance coverage, assistance, or 
service provided through a State program 
funded under this title. If, with respect to a 
fiscal year, an eligible State determines that 
the funds provided under this title are not 
sufficient to provide health insurance cov
erag·e for all the low-income children that 
the State proposes to cover in the State pro
gram outline submitted under section 2104 
for such fiscal year, the State may adjust 
the applicable eligibility criteria for such 
children appropriately or adjust the State 
program in another manner specified by the 
Secretary, so long as any such adjustments 
are consistent with the purpose of this title. 
"SEC. 2108. PROGRAM INTEGRITY. 

''The following provisions of the Social Se
curity Act shall apply to eligible States 
under this title in the same manner as such 
provisions apply to a State under title XIX: 

" (1) Section 1116 (relating to administra
tive and judicial review). 

"(2) Section 1124 (relating to disclosure of 
ownership and related information). 

"(3) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals). 

"(4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties). 

"(7) Section 1132 (relating to periods within 
which claims must be filed) . 

"(8) Section 1902(a)(4)(C) (relating to con
flict of interest standards). 

"(9) Section 1903(i) (relating to limitations 
on payment). 

"(10) Section 1903(m)(5) (as in effect on the 
day before the date of enactment of the Bal
anced Budget Act of 1997). 

"(11) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

"(12) Section 1905(a)(B) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an institution for mental dis
eases from the definition of medical assist
ance). 

' (13) Section 1921 (relating to state licen
sure authorities). 

"(14) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability). 

"(15) Sections 1948 and 1949 (as added by 
section 5701(a)(2) of the Balanced Budget Act 
of 1997). 
"SEC. 2109. ANNUAL REPORTS. 

"(a) ANNUAL STATE ASSESSMENT OF 
PROGRESS.- An eligible State shall-

"(1) assess the operation of the State pro
gram funded under this title in each fiscal 
year, including the progress made in pro
viding health insurance coverage for low-in
come children; and 

"(2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

"(b) REPORT OF THE SECRETARY.-The Sec
retary shall submit to the appropriate com
mittees of Congress an annual report and 
evaluation of the State programs funded 
under this title based on the State assess
ments and reports submitted under sub
section (a). Such report shall include any 
conclusions and recommendations that the 
Secretary considers appropriate. '' . 

(b) CONFORMING AMENDMENT.-Section 
1128(h) (42 U.S.C. 1320a-7(h)) is amended by

(1) in paragraph (2), by striking " or" at the 
end; 

(2) in paragraph (3), by striking the period 
and inserting " , or"; and 

(3) by adding at the end the following: 
"( 4) a program funded under title XXL " . 
(C) EFFECTIVE DATE.- The amendments 

made by this section apply on and after Oc
tober 4, 1997. 

ROCKFELLER AMENpMENT NO. 510 

Mr. LA UTENBERG (for Mr. 
ROCKFELLER) proposed an amendment 
to the bill, S. 947, supra; as follows: 

At the appropriate place add the following: 
Notwithstanding any other provision of 

this Act, the following shall be the Hearing 
and Vision services provided under the Chil
dren 's Health Insurance Section: 

"(4) HEARING AND VISION SERVICES.-Not
withstanding the definition of FEHBP-equiv
alent children's health insurance coverage in 
section 2102(5), any package of health insur
ance benefits offered by a State that opts to 
use funds provided under this title under this 
section shall include hearing and vision serv
ices for children." . 

ROTH AMENDMENT NO. 511 

Mr. ROTH proposed an amendment to 
the bill, S. 947, supra; as follows: 

Beginning on page 844, strike line 8 and all 
that follows through page 865, line 2 and in
sert the following: 

Subtitle J-Children's Health Insurance 
Initiatives 

SEC. 5801. ESTABLISHMENT OF CHILDREN'S 
HEALTH INSURANCE INITIATIVES. 

(a) IN GENERAL.- The Social Security Act 
is amended by adding at the end the fol
lowing: 
"TITLE XXI- CHILD HEALTH INSURANCE 

INITIATIVES 
"SEC. 2101. PURPOSE. 

''The purpose of this title is to provide 
funds to States to enable such States to ex
pand the provision of health insurance cov
erage for low-income children. Funds pro
vided under this title shall be used to 
achieve this purpose through outreach ac
tivities described in section 2106(a) and, at 
the option of the State through-

"(l) a grant program conducted in accord
ance with section 2107 and the other require
ments of this title; or 

"(2) expansion of coverage of su ch children 
under the State medicaid program who are 
not required to be provided medical assist
ance under section 1902(1) (taking into ac
count the process of individuals aging into 
eligibility under subsection (l)(l)(D)). 
"SEC. 2102. DEFINITIONS. 

" In this title: 
"(l) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-The term 'base-year covered 
low-income child population' means the 
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total number of low-income children with re
spect to whom, as of fiscal year 1996, an eligi
ble State provides or pays the cost of health 
benefits either through a State funded pro
gram or through expanded eligibility under 
the State plan under title XIX (including 
under a waiver of such plan), as determined 
by the Secretary. Such term does not include 
any low-income child described in paragraph 
(3)(A) that a State must cover in order to be 
considered an eligible State under this title. 

" (2) CHILD.-The term 'child' means an in
dividual under 19 years of age. 

"(3) ELIGIBLE STATE.-The term 'eligible 
State' means, with respect to a fiscal year, a 
State that-

"(A) provides, under section 1902(1)(1)(D) or 
under a waiver, for eligibility for medical as
sistance under a State plan under title XIX 
of individuals under 17 years of age in fiscal 
year 1998, and under 19 years of age in fiscal 
year 2000, regardless of date of birth; 

"(B) has submitted to the Secretary under 
section 2104 a program outline that-

" (i) sets forth how the State intends to use 
the funds provided under this title to provide 
health insurance coverage for low-income 
children consistent with the provisions of 
this title; and 

" (ii) is approved under section 2104; and 
" (iii) otherwise satisfies the requirements 

of this title; and 
"(C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5). " . 
"(4) FEDERAL MEDICAL ASSISTANCE PERCENT

AGE.-The term 'Federal medical assistance 
percentage' means, with respect to a State, 
the meaning given that term under section 
1905(b). Any cost-sharing imposed under this 
title may not be included in determining 
Federal medical assistance percentage for re
imbursement of expenditures under a State 
program funded under this title. 

"(5) FEHBP-EQUIVALENT CHILDREN'S 
HEALTH INSURANCE COVERAGE.-The term 
'FEHBP-equivalent children's health insur
ance coverage ' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the items and services 
covered for a child under one of the 5 plans 
under chapter 89 of title 5, United States 
Code, serving the largest number of enrolled 
families with children in a State, and that 
otherwise satisfies State insurance standards 
and requirements. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

" (7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 

" (8) POVERTY LINE.-The term 'poverty 
line' has the meaning given that term in sec
tion 673(2) of the Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

"(9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

"(10) STATE.-The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

' (11) STATE CHILDREN 'S HEALTH EXPENDI
TURES.-The term 'State children's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

' ·(A) the State plan for medical assistance 
under title XIX; 

" (B) the maternal and child health services 
block grant program under title V; 

" (C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

" (D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

" (E) school-based health services pro
grams; 

"(F) State programs that provide uncom
pensated or indigent health care; 

"(G) county-indigent care programs for 
which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

" (H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

" (12) STATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

" (a) APPROPRIATION.-
" (l) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

"(A) for fiscal year 1998, $2,500,000,000; 
"(B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
" (C) for fiscal year 2001, $3,600,000,000; 
" (D) for fiscal year 2002, $3,500,000,000; 
" (E) for each of fiscal years 2003 through 

2007, $4,580,000,000. 
"(2) AVAILABILITY.-Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.-With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appr.opriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

"(1) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

"(3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 
XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

" (c) STATE ENTITLEMENT.-This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

" (d) EFFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

"(a) GENERAL DESCRIPTION.- A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

" (1) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

" (2) describes the manner in which such 
coverage shall be provided; and 

" (3) provides such other information as the 
Secretary may require. 

" (b) OTHER REQUIREMEN'l'S.- The program 
outline submitted under this section shall 
include the following: 

" (l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.-A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

" (2) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

"(A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

"(B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

"(3) INDIANS.- A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

"(c) DEADLINE FOR SUBMISSION.-A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. DISTRIBUTION OF FUNDS. 

" (a) ESTABLISHMENT OF FUNDING POOLS.
" (l) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis
cal year, determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL ADJUS'l'MENT OF RESERVE PER
CENTAGES.-The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

" (b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

"(l) STATES.-
" (A) IN GENERAL.- From the total amount 

reserved under subsection (a) for a fiscal 
year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State 's allotment per
centage for such fiscal year. 

" (B) STATE'S ALLOTMENT PERCENTAGE.
" (i) IN GENERAL.- For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

"(ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
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of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

"(2) OTHER STATES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

"(B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

"(i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
"(v) the Northern Mariana Islands, 1.1 per-

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.- Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

"(4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.-The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availab1lity of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

"(c) PAYMENTS.-
"(!) IN GENERAL.-The Secretary shall
"(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102( 4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bonus amount. 

"(2) APPLICABLE BONUS.-
"(A) IN GENERAL.-For purposes of para

graph (1), the applicable bonus amount is-
"(i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 
be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil-

dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population·. 

''(B) SOURCE OF BONUSES.-
"(i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State 's allotment for a fiscal year. 

"(11) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 

"(3) DEFINITION OF COS'l' OF PROVIDING 
HEAL'l'H INSURANCE COVERAGE.-For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

"(A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an elig·ible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with health insurance coverage under 
such section. 

"(4) LIMITATION ON TOTAL PAYMENTS.- With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
"(A) DEEMED COMPLIANCE.- A State shall 

be deemed to be in compliance with this pro
vision if-

"(i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

"(ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) F AILURE 'l'O MAINTAIN MEDICAID STAND
ARDS AND METHODOLOGIES.-A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(i) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

"(ii) any bonus amounts described in para
graph (2)(A)(ii). 

"(C) FAILURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.-A State that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

"(6) ADVANCE PAYMENT; RETROSPECTIVE AD
JUSTMENT.-The . Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 

"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(!) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis :. 
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.-The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

"(B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STA'l'E OPTIONS FOR REMAINDER.- A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med
icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State's eligibility for receiving the 5 
percent bonus described in section 
2105(c)(2)(A)(i) for children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title. 

"(c) PROHIBITION ON USE OF FUNDS.-No 
funds provided under this title may be used 
to provide health insurance coverage for

"(1) families of State public employees; or 
"(2) children who are committed to a penal 

institution. 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

"(e) ADMINISTRATIVE EXPENDITURES.-
"(!) IN GENERAL.- Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin
istrative expenditures for the program fund
ed under this title. 

"(2) APPLICABLE PERCENTAGE.- For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year is-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

"(B) for the third year of a State program 
funded under this title, 7.5 percent; and 

"(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

"(f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconc1liation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) AUDITS.-The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

"(h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.- The State shall conduct the 
program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

"(a) STATE OPTION.-
" (!) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
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title under this section shall not cover low
income children with higher family income 
without covering such children with a lower 
family income. 

"(3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSISTANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) AFFORDABILITY.- An eligible State 
may impose any family premium obligations 
or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 
percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line, lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CER'rAI~ BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) is en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental health. 

"(b) NONENTITLEMENT.-Nothing in this 
section shall be construed as providing an 
entitlement for an individual or person to 
any heal th insurance coverage, assistance, or 
service provided through a State program 
funded under this title. If, with respect to a 
fiscal year, an eligible State determines that 
the funds provided under this title are not 
sufficient to provide health insurance cov
erage for all the low-income children that 
the State proposes to cover in the State pro
gram outline submitted under section 2104 
for such fiscal year, the State may adjust 
the applicable eligibility criteria for such 
children appropriately or adjust the State 
program in another manner specified by the 
Secretary, so long as any such adjustments 
are consistent with the purpose of this title. 
"SEC. 2108. PROGRAM INTEGRITY. 

" The following provisions of the Social Se
curity Act shall apply to eligible States 
under this title in the same manner as such 
provisions apply to a State under title XIX: 

"(l) Section 1116 (relating to administra
tive and judicial review). 

"(2) Section 1124 (relating to disclosure of 
ownership and related information). 

"(3) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals). 

"(4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties). 

"(7) Section 1132 (relating to periods within 
which claims must be filed) . 

"(8) Section 1902(a)(4)(C) (relating to con
flict of interest standards). 

" (9) Section 1903(i) (relating to limitations 
on payment). 

"(10) Section 1903(m)(5) (as in effect on the 
day before the date of enactment of the Bal
anced Budg·et Act of 1997). 

"(11) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

"(12) Section 1905(a)(B) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an ins ti tu ti on for mental dis
eases from the definition of medical assist
ance). 

"(13) Section 1921 (relating to state licen
sure authorities). 

"(14) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability). 

"(15) Sections 1948 and 1949 (as added by 
section 5701(a)(2) of the Bala.need Budget Act 
of 1997). 
"SEC. 2109. ANNUAL REPORTS. 

" (a) ANNUAL STATE ASSESSMENT OF 
PROGRESS.- An elig•ible State shall-

"(1) assess the operation of the State pro
gram funded under this title in each fiscal 
year, including the progress made in pro
viding health insurance coverage for low-in
come children; and 

"(2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

"(b) REPORT OF THE SECRETARY.- The Sec
retary shall submit to the appropriate com
mittees of Congress an annual report and 
evaluation of the State programs funded 
under this title based on the State assess
ments and reports submitted under sub
section (a). Such report shall include any 
conclusions and recommendations that the 
Secretary considers appropriate ." . 

(b) CONFORMING AMENDMENT.- Section 
1128(h) (42 U.S.C. 1320a-7(h)) is amended by

(1) in paragraph (2), by striking "or" at the 
end; 

(2) in paragraph (3), by striking the period 
and inserting ", or"; and 

(3) by adding at the end the following: 
"(4) a program funded under title XXL " . 
(C) EFFECTIVE DATE.- The amendments 

made by this section apply on and after Oc
tober 1, 1997. 

CHAFEE AMENDMENT NO. 512 
Mr. CHAFEE (for himself and Mr. 

ROCKEFELLER) proposed an amendment 
to amendment No. 511 proposed by Mr. 
ROTH to the bill S. 947, supra; as fol
lows: 

On page 4, strike line 17 through line 3 on 
page 5 and insert the following: 

"(5) FEHBP-EQUIV ALENT CHILDREN'S 
HEALTH INSURANCE COVERAGE.-The term 
'FEHBP-equivalent children's health insur
ance coverage' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the services covered 
for a child, including hearing and vision 
services, under the standard Blue Cross/Blue 
Shield preferred provider option service ben
efit plan offered under chapter 89 of title 5, 
United States Code. 

LOTT AMENDMENT NO. 513 
Mr. ROTH (for Mr. LOTT) proposed an 

amendment to amendment No. 510 pro
posed by Mr. ROCKEFELLER to the bill , 
S. 947, supra; as follows: 

In lieu of the matter proposed to be in
serted, insert: 

Subtitle J-Children's Health Insurance 
Initiatives 

SEC. 5801. ESTABLISHMENT OF CHILDREN'S 
HEALTH INSURANCE INITIATIVES. 

(a) IN GENERAL.-Notwithstanding any 
other provision of the Act, the Social Secu
rity Act ls amended by adding at the end the 
following: 
" TITLE XXI-CHILD HEALTH INSURANCE 

INITIATIVES 
"SEC. 2101. PURPOSE. 

" The purpose of this title is to provide 
funds to States to enable such States to ex-

pand the prov1s10n of health insurance cov
erage for low-income children. Funds pro
vided under this title shall be used to 
achieve this purpose through outreach ac
tivities described in section 2106(a) and, at 
the option of the State through-

"(1) a grant program conducted in accord
ance with section 2107 and the other require
ments of this title; or 

"(2) expansion of coverage of such children 
under the State medicaid program who are 
not required to be provided medical assist
ance under section 1902(1) (taking into ac
count the process of individuals aging into 
eligibility under subsection (l)(l)(D)). 
"SEC. 2102. DEFINITIONS. 

" In this title: 
"(l) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-The term 'base-year covered 
low-income child population ' means the 
total number of low-income children with re
spect to whom, as of fiscal year 1996, an eligi
ble State provides or pays the cost of health 
benefits either through a State funded pro
gram or through expanded eligibility under 
the State plan under title XIX (including 
under a waiver of such plan), as determined 
by the Secretary. Such term does not include 
any low-income child described in paragraph 
(3)(A) that a State must cover in order to be 
considered an eligible State under this title. 

"(2) CHILD.-The term 'child' means an in
dividual under 19 years of age. 

"(3) ELIGIBLE STATE.-The term 'eligible 
State' means, with respect to a fiscal year, a 
State tha~ 

"(A) provides, under section 1902(l)(l)(D) or 
under a waiver, for eligibility for medical as
sistance under a State plan under title XIX 
of individuals under 17 years of age in fiscal 
year 1998, and under 19 years of age in fiscal 
year 2000, regardless of date of birth; 

"(B) has submitted to the Secretary under 
section 2104 a program outline that-

"(i) sets forth how the State intends to use 
the funds provided under this title to provide 
health insurance coverage for low-income 
children consistent with the provisions of 
this title; and 

"(ii) is approved under section 2104; and 
"(iii) otherwise satisfies the requirements 

of this title; and 
"(C) satisfies the maintenance of effort re

quirement described in section 2105(c)(5).". 
"(4) FEDERAL MEDICAL ASSISTANCE PERCENT

AGE.- The term 'Federal medical assistance 
percentage' means, with respect to a State, 
the meaning given that term under section 
1905(b). Any cost-sharing imposed under this 
title may not be included in determining 
Federal medical assistance percentage for re
imbursement of expenditures under a State 
program funded under this title. 

" (5) FEHBP-EQUIVALENT CHILDREN'S 
HEAL'rH INSURANCE COVERAGE.-The term 
'FEHBP-equivalent children's health insur
ance coverage' means, with respect to a 
State, any plan or arrangement that pro
vides, or pays the cost of, health benefits 
that the Secretary has certified are equiva
lent to or better than the items and services 
covered for a child under one of the 5 plans 
under chapter 89 of title 5, United States 
Code, serving the largest number of enrolled 
families with children in a State, and that 
otherwise satisfies State insurance standards 
and requirements. 

"(6) INDIANS.-The term 'Indians' has the 
meaning given that term in section 4(c) of 
the Indian Health Care Improvement Act (25 
U.S.C. 1601 et seq.). 

"(7) LOW-INCOME CHILD.-The term 'low-in
come child' means a child in a family whose 
income is below 200 percent of the poverty 
line for a family of the size involved. 
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"(8) POVERTY LINE.-The term 'poverty 

line' has the meaning given that term in sec
tion 673(2) of th·e Community Services Block 
Grant Act (42 U.S.C. 9902(2)), including any 
revision required by such section. 

"(9) SECRETARY.-The term 'Secretary' 
means the Secretary of Health and Human 
Services. 

" (10) STATE.-The term 'State' means each 
of the 50 States, the District of Columbia, 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands. 

" (11) STATE CHILDREN'S HEALTH EXPENDI
TURES.- The term 'State children's health 
expenditures' means the State share of ex
penditures by the State for providing chil
dren with health care items and services 
under-

" (A) the State plan for medical assistance 
under title XIX; 

"(B) the maternal and child health services 
block grant program under title V; 

" (C) the preventive health services block 
grant program under part A of title XIX of 
the Public Health Services Act (42 U.S.C. 
300w et seq.); 

" (D) State-funded programs that are de
signed to provide health care items and serv
ices to children; 

" (E) school-based health services pro
grams; 

" (F) State programs that provide uncom
pensated or indigent health care; 

" (G) county-indigent care programs for 
which the State requires a matching share 
by a county government or for which there 
are intergovernmental transfers from a 
county to State government; and 

" (H) any other program under which the 
Secretary determines the State incurs un
compensated expenditures for providing chil
dren with health care items and services. 

"(12) S'rATE MEDICAID PROGRAM.-The term 
'State medicaid program' means the pro
gram of medical assistance provided under 
title XIX. 
"SEC. 2103. APPROPRIATION. 

" (a) APPROPRIATION.-
"(l) IN GENERAL.-Subject to subsection 

(b), out of any money in the Treasury of the 
United States not otherwise appropriated, 
there is appropriated for the purpose of car
rying out this title-

" (A) for fiscal year 1998, $2,500,000,000; 
" (B) for each of fiscal years 1999 and 2000, 

$3,200,000,000; 
" (C) for fiscal year 2001, $3,600,000,000; 
" (D) for fiscal year 2002, $3,500,000,000; 
"(E) for each of fiscal years 2003 through 

2007, $4,580,000,000. 
" (2) AVAILABILITY.- Funds appropriated 

under this section shall remain available 
without fiscal year limitation, as provided 
under section 2105(b)(4). 

"(b) REDUCTION FOR INCREASED MEDICAID 
EXPENDITURES.- With respect to each of the 
fiscal years described in subsection (a)(l), 
the amount appropriated under subsection 
(a)(l) for each such fiscal year shall be re
duced by an amount equal to the amount of 
the total Federal outlays under the medicaid 
program under title XIX resulting from-

" (l) the amendment made by section 5732 
of the Balanced Budget Act of 1997 (regarding 
the State option to provide 12-month contin
uous eligibility for children); 

"(2) increased enrollment under State 
plans approved under such program as a re
sult of outreach activities under section 
2106(a); and 

" (3) the requirement under section 
2102(3)A) to provide eligibility for medical 
assistance under the State plan under title 

XIX for all children under 19 years of age 
who have families with income that is at or 
below the poverty line. 

" (c) S'rATE ENTITLEMENT.-This title con
stitutes budget authority in advance of ap
propriations Acts and represents the obliga
tion of the Federal Government to provide 
for the payment to States of amounts pro
vided in accordance with the provisions of 
this title. 

" (d) E FFECTIVE DATE.-No State is eligible 
for payments under section 2105 for any cal
endar quarter beginning before October 1, 
1997. 
"SEC. 2104. PROGRAM OUTLINE. 

" (a) GENERAL DESCRIPTION.-A State shall 
submit to the Secretary for approval a pro
gram outline, consistent with the require
ments of this title, that-

"(l) identifies, on or after the date of en
actment of the Balanced Budget Act of 1997, 
which of the 2 options described in section 
2101 the State intends to use to provide low
income children in the State with health in
surance coverage; 

"(2) describes the manner in which such 
coverage shall be provided; and 

"(3) provides such other information as the 
Secretar y may require. 

" (b) OTHER REQUIREMENTS.-The program 
outline submitted under this section shall 
include the following: 

" (l) ELIGIBILITY STANDARDS AND METH
ODOLOGIES.- A summary of the standards and 
methodologies used to determine the eligi
bility of low-income children for health in
surance coverage under a State program 
funded under this title. 

" (2) ELIGIBILITY SCREENING; COORDINATION 
WITH OTHER HEALTH COVERAGE.-A descrip
tion of the procedures to be used to ensure-

" (A) through both intake and followup 
screening, that only low-income children are 
furnished health insurance coverage through 
funds provided under this title; and 

" (B) that any health insurance coverage 
provided for children through funds under 
this title does not reduce the number of chil
dren who are provided such coverage through 
any other publicly or privately funded health 
plan. 

'' (3) INDIANS.- A description of how the 
State will ensure that Indians are served 
through a State program funded under this 
title. 

" (c) DEADLINE FOR SUBMISSION.-A State 
program outline shall be submitted to the 
Secretary by not later than March 31 of any 
fiscal year (October 1, 1997, in the case of fis
cal year 1998). 
"SEC. 2105. msmmUTION OF FUNDS. 

" (a) ESTABLISHMENT OF FUNDING POOLS.
" (l) IN GENERAL.-From the amount appro

priated under section 2103(a)(l) for each fis
cal year, determined after the reduction re
quired under section 2103(b), the Secretary 
shall, for purposes of fiscal year 1998, reserve 
85 percent of such amount for distribution to 
eligible States through the basic allotment 
pool under subsection (b) and 15 percent of 
such amount for distribution through the 
new coverage incentive pool under sub
section (c)(2)(B)(ii). 

"(2) ANNUAL ADJUSTMENT OF RESERVE PER
CENTAGES.-The Secretary shall annually ad
just the amount of the percentages described 
in paragraph (1) in order to provide sufficient 
basic allotments and sufficient new coverage 
incentives to achieve the purpose of this 
title. 

" (b) DISTRIBUTION OF FUNDS UNDER THE 
BASIC ALLOTMENT POOL.-

"(l) STATES.-
" (A) IN GENERAL.- From the total amount 

reserved under subsection (a) for a fiscal 

year for distribution through the basic allot
ment pool, the Secretary shall first set aside 
0.25 percent for distribution under paragraph 
(2) and shall allot from the amount remain
ing to each eligible State not described in 
such paragraph the State 's allotment per
centage for such fiscal year. 

" (B) STATE'S ALLOTMENT PERCENTAGE.
"(!) IN GENERAL.-For purposes of subpara

graph (A), the allotment percentage for a fis
cal year for each State is the percentage 
equal to the ratio of the number of low-in
come children in the base period in the State 
to the total number of low-income children 
in the base period in all States not described 
in paragraph (2). 

"(ii) NUMBER OF LOW-INCOME CHILDREN IN 
THE BASE PERIOD.-In clause (i), the number 
of low-income children in the base period for 
a fiscal year in a State is equal to the aver
age of the number of low-income children in 
the State for the period beginning on Octo
ber 1, 1992, and ending on September 30, 1995, 
as reported in the March 1994, March 1995, 
and March 1996 supplements to the Current 
Population Survey of the Bureau of the Cen
sus. 

" (2) OTHER STATES.-
"(A) IN GENERAL.-From the amount set 

aside under paragraph (l)(A) for each fiscal 
year, the Secretary shall make allotments 
for such fiscal year in accordance with the 
percentages specified in subparagraph (B) to 
Puerto Rico, Guam, the Virgin Islands, 
American Samoa, and the Northern Mariana 
Islands, if such States are eligible States for 
such fiscal year. 

" (B) PERCENTAGES SPECIFIED.-The per
centages specified in this subparagraph are 
in the case of-

" (i) Puerto Rico, 91.6 percent; 
"(ii) Guam, 3.5 percent; 
"(iii) the Virgin Islands, 2.6 percent; 
"(iv) American Samoa, 1.2 percent; and 
" (v) the Northern Mariana Islands, 1.1 per

cent. 
"(3) THREE-YEAR AVAILABILITY OF AMOUNTS 

ALLOTTED.-Amounts allotted to a State pur
suant to this subsection for a fiscal year 
shall remain available for expenditure by the 
State through the end of the second suc
ceeding fiscal year. 

" (4) PROCEDURE FOR DISTRIBUTION OF UN
USED FUNDS.- The Secretary shall determine 
an appropriate procedure for distribution of 
funds to eligible States that remain unused 
under this subsection after the expiration of 
the availability of funds required under para
graph (3). Such procedure shall be developed 
and administered in a manner that is con
sistent with the purpose of this title. 

" (C) PAYMENTS.-
" (l) IN GENERAL.-The Secretary shall-
' '(A) before October 1 of any fiscal year, 

pay an eligible State an amount equal to 1 
percent of the amount allotted to the State 
under subsection (b) for conducting the out
reach activities required under section 
2106(a); and 

"(B) make quarterly fiscal year payments 
to an eligible State from the amount re
maining of such allotment for such fiscal 
year in an amount equal to the Federal med
ical assistance percentage for the State (as 
defined under section 2102(4) and determined 
without regard to the amount of Federal 
funds received by the State under title XIX 
before the date of enactment of this title) of 
the Federal and State incurred cost of pro
viding health insurance coverage for a low
income child in the State plus the applicable 
bonus amount. 

"(2) APPLICABLE BONUS.-
" (A) IN GENERAL.- For purposes of para

graph (1), the applicable bonus amount is-
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" (i) 5 percent of the Federal and State in

curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
base-year covered low-income child popu
lation (measured in full year equivalency) 
(including such children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title, but excluding 
any low-income child described in section 
2102(3)(A) that a State must cover in order to 
be considered an eligible State under this 
title); and 

"(ii) 10 percent of the Federal and State in
curred cost, with respect to a period, of pro
viding health insurance coverage for chil
dren covered at State option among the 
number (as so measured) of low-income chil
dren that are in excess of such population. 

"(B) SOURCE OF BONUSES.-
" (i) BASE-YEAR COVERED LOW-INCOME CHILD 

POPULATION.-A bonus described in subpara
graph (A)(i) shall be paid out of an eligible 
State's allotment for a fiscal year. 

"(ii) FOR OTHER LOW-INCOME CHILD POPU
LATIONS.-A bonus described in subparagraph 
(A)(ii) shall be paid out of the new coverage 
incentive pool reserved under subsection 
(a)(l). 

"(3) DEFINI'rION OF COST OF PROVIDING 
HEALTH INSURANCE COVERAGE.- For purposes 
of this subsection the cost of providing 
health insurance coverage for a low-income 
child in the State means-

"(A) in the case of an eligible State that 
opts to use funds provided under this title 
through the medicaid program, the cost of 
providing such child with medical assistance 
under the State plan under title XIX; and 

"(B) in the case of an eligible State that 
opts to use funds provided under this title 
under section 2107, the cost of providing such 
child with heal th insurance coverage under 
such section. 

"(4) LIMITATION ON TOTAL PAYMENTS.-With 
respect to a fiscal year, the total amount 
paid to an eligible State under this title (in
cluding any bonus payments) shall not ex
ceed 85 percent of the total cost of a State 
program conducted under this title for such 
fiscal year. 

"(5) MAINTENANCE OF EFFORT.-
" (A) DEEMED COMPLIANCE.-A State shall 

be deemed to be in compliance with this pro
vision if-

"(i) it does not adopt income and resource 
standards and methodologies that are more 
restrictive than those applied as of June 1, 
1997, for purposes of determining a child's 
eligibility for medical assistance under the 
State plan under title XIX; and 

"(ii) in the case of fiscal year 1998 and each 
fiscal year thereafter, the State children's 
health expenditures defined in section 
2102(11) are not less than the amount of such 
expenditures for fiscal year 1996. 

"(B) F A1LURE TO MAINTAIN MEDICA1D STAND
ARDS AND METHODOLOGIES.-A State that fails 
to meet the conditions described in subpara
graph (A) shall not receive-

"(i) funds under this title for any child 
that would be determined eligible for med
ical assistance under the State plan under 
title XIX using the income and resource 
standards and methodologies applied under 
such plan as of June 1, 1997; and 

"(ii) any bonus amounts described in para
graph (2)(A)(ii). 

"(C) FA1LURE TO MAINTAIN SPENDING ON 
CHILD HEALTH PROGRAMS.-A State that fails 
to meet the condition described in subpara
graph (A)(ii) shall not receive funding under 
this title. 

"(6) ADVANCE PAYMEN'l'; RETROSPECTIVE AD
JUSTMENT.-The Secretary may make pay
ments under this subsection for each quarter 
on the basis of advance estimates of expendi
tures submitted by the State and such other 
investigation as the Secretary may find nec
essary, and shall reduce or increase the pay
ments as necessary to adjust for any over
payment or underpayment for prior quarters. 
"SEC. 2106. USE OF FUNDS. 

"(a) SET-ASIDE FOR OUTREACH ACTIVITIES.
"(!) IN GENERAL.-From the amount allot

ted to a State under section 2105(b) for a fis
cal year, each State shall conduct outreach 
activities described in paragraph (2). 

"(2) OUTREACH ACTIVITIES DESCRIBED.- The 
outreach activities described in this para
graph include activities to-

"(A) identify and enroll children who are 
eligible for medical assistance under the 
State plan under title XIX; and 

" (B) conduct public awareness campaigns 
to encourage employers to provide health in
surance coverage for children. 

"(b) STATE OPTIONS FOR REMAINDER.- A 
State may use the amount remaining of the 
allotment to a State under section 2105(b) for 
a fiscal year, determined after the payment 
required under section 2105(c)(l)(A), in ac
cordance with section 2107 or the State med
icaid program (but not both). Nothing in the 
preceding sentence shall be construed as lim
iting a State 's eligibility for receiving the 5 
percent bonus described in section 
2105(c)(2)(A)(i) for children covered by the 
State through expanded eligibility under the 
medicaid program under title XIX before the 
date of enactment of this title. 

"(c) PROHIBITION ON USE OF FUNDS.- No 
funds provided under this title may be used 
to provide health insurance coverage for

"(l) families of State public employees; or 
"(2) children who are committed to a penal 

institution. 
"(d) USE LIMITED TO STATE PROGRAM EX

PENDITURES.-Funds provided to an eligible 
State under this title shall only be used to 
carry out the purpose of this title (as de
scribed in section 2101), and any health in
surance coverage provided with such funds 
may include coverage of abortion only if nec
essary to save the life of the mother or if the 
pregnancy is the result of an act of rape or 
incest. 

"(e) ADMINISTRATIVE EXPENDITURES.-
"(!) IN GENERAL.-Not more than the appli

cable percentage of the amount allotted to a 
State under section 2105(b) for a fiscal year, 
determined after the payment required under 
section 2105(c)(l)(A), shall be used for admin
istrative expenditures for the program fund
ed under this title. 

"(2) APPLICABLE PERCENTAGE.- For pur
poses of paragraph (1), the applicable per
centage with respect to a fiscal year is-

"(A) for the first 2 years of a State pro
gram funded under this title, 10 percent; 

"(B) for the third year of a State program 
funded under this title, 7.5 percent; and 

"(C) for the fourth year of a State program 
funded under this title and each year there
after, 5 percent. 

"(f) NONAPPLICATION OF FIVE-YEAR LIMITED 
ELIGIBILITY FOR MEANS-TESTED PUBLIC BENE
FITS.-The provisions of section 403 of the 
Personal Responsibility and Work Oppor
tunity Reconciliation Act of 1996 (8 U.S.C. 
1613) shall not apply with respect to a State 
program funded under this title. 

"(g) Aunrrs.- The provisions of section 
506(b) shall apply to funds expended under 
this title to the same extent as they apply to 
title V. 

"(h) REQUIREMENT TO FOLLOW STATE PRO
GRAM OUTLINE.-The State shall conduct the 

program in accordance with the program 
outline approved by the Secretary under sec
tion 2104. 
"SEC. 2107. STATE OPTION FOR THE PURCHASE 

OR PROVISION OF CHILDREN'S 
HEALTH INSURANCE. 

"(a) STATE 0PTION.-
"(1) IN GENERAL.-An eligible State that 

opts to use funds provided under this title 
under this section shall use such funds to 
provide FEHBP-equivalent children's health 
insurance coverage for low-income children 
who reside in the State. 

"(2) PRIORITY FOR LOW-INCOME CHILDREN.
A State that uses funds provided under this 
title under this section shall not cover low
income children with higher family income 
without covering· such children with a lower 
family income. 

"(3) DETERMINATION OF ELIGIBILITY AND 
FORM OF ASSIS'l'ANCE.-An eligible State may 
establish any additional eligibility criteria 
for the provision of health insurance cov
erage for a low-income child through funds 
provided under this title, so long as such cri
teria and assistance are consistent with the 
purpose and provisions of this title. 

"(4) AFFORDABILITY.- An eligible State 
may impose any family premium obligations 
or cost-sharing requirements otherwise per
mitted under this title on low-income chil
dren with family incomes that exceed 150 
percent of the poverty line. In the case of a 
low-income child whose family income is at 
or below 150 percent of the poverty line, lim
its on beneficiary costs generally applicable 
under title XIX apply to coverage provided 
such children under this section. 

"(5) COVERAGE OF CERTAIN BENEFITS.-Any 
eligible State that opts to use funds provided 
under this title under this section for the 
coverage described in paragraph (1) is en
couraged to include as part of such coverage, 
coverage for items and services needed for 
vision, hearing, and dental health. 

"(b) NONENTITLEMENT.-Nothing in this 
section shall be construed as providing an 
entitlement for an individual or person to 
any health insurance coverage, assistance, or 
service provided through a State program 
funded under this title . If, with respect to a 
fiscal year, an eligible State determines that 
the funds provided under this title are not 
sufficient to provide health insurance cov
erage for all the low-income children that 
the State proposes to cover in the State pro
gram outline submitted under section 2104 
for such fiscal year, the State may adjust 
the applicable eligibility criteria for such 
children appropriately or adjust the State 
program in another manner specified by the 
Secretary, so long as any such adjustments 
are consistent with the purpose of this title. 
"SEC. 2108. P ROGRAM INTEGRITY. 

" The following provisions of the Social Se
curity Act shall apply to eligible States 
under this title in the same manner as such 
provisions apply to a State under title XIX: 

"(1) Section 1116 (relating to administra
tive and judicial review). 

"(2) Section 1124 (relating to disclosure of 
ownership and related information). 

"(3) Section 1126 (relating to disclosure of 
information about certain convicted individ
uals) . 

"(4) Section 1128 (relating to exclusion 
from individuals and entities from participa
tion in State health care plans). 

"(5) Section 1128A (relating to civil mone
tary penalties). 

"(6) Section 1128B (relating to criminal 
penalties). 

" (7) Section 1132 (relating to periods within 
which claims must be filed). 
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"(8) Section 1902(a)(4)(C) (relating to con

flict of interest standards). 
"(9) Section 1903(1) (relating to limitations 

on payment). 
"(10) Section 1903(m)(5) (as in effect on the 

day before the date of enactment of the Bal
anced Budget Act of 1997). 

" (11) Section 1903(w) (relating to limita
tions on provider taxes and donations). 

"(12) Section 1905(a)(B) (relating to the ex
clusion of care or services for any individual 
who has not attained 65 years of age and who 
is a patient in an institution for mental dis
eases from the definition of medical assist
ance). 

"(13) Section 1921 (relating to state licen
sure authorities). 

"(14) Sections 1902(a)(25), 1912(a)(l)(A), and 
1903(0) (insofar as such sections relate to 
third party liability). 

"(15) Sections 1948 and 1949 (as added by 
section 5701(a)(2) of the Balanced Budget Act 
of 1997). 
"SEC. 2109. ANNUAL REPORTS. 

"(a) ANNUAL S'l'ATE ASSESSMENT OF 
PROGRESS.-An eligible State shall-

"(1) assess the operation of the State pro
gram funded under this title in each fiscal 
year, including the progress made in pro
viding health insurance coverage for low-in
come children; and 

"(2) report to the Secretary, by January 1 
following the end of the fiscal year, on the 
result of the assessment. 

"(b) REPORT OF THE SECRETARY.-The Sec
retary shall submit to the appropriate com
mittees of Congress an annual report and 
evaluation of the State programs funded 
under this title based on the State assess
ments and reports submitted under sub
section (a). Such report- shall include any 
conclusions and recommendations that the 
Secretary considers appropriate.". 

(b) CONFORMING AMENDMENT.-Section 
1128(h) (42 U.S.C. 1320a-7(h)) is amended by

(1) in paragraph (2), by striking "or" at the 
end; 

(2) in paragraph (3), by striking the period 
and inserting ", or"; and 

(3) by adding at the end the following: 
" ( 4) a program funded under title XXL". 
(C) EFFECTIVE DATE.-The amendments 

made by this section apply on and after Oc
tober 5, 1997. 

NOTICE OF HEARING 
COMMITTEE ON INDIAN AFFAIRS 

Mr. CAMPBELL. Mr. President, I 
would like to announce that the Senate 
Cammi ttee on Indian Affairs will meet 
on Wednesday, June 25, 1997 at 9:30 a.m. 
to conduct an oversight hearing on the 
Administration's proposal to restruc
ture Indian gaming fee assessments. 
The hearing will be held in room 562 of 
the Dirksen Senate Office Building. 

Those wishing additional information 
should contact the Committee on In
dian Affairs at 224-2251. 

AUTHORITY FOR COMMITTEES TO 
MEET 

COMMITTEE ON COMMERCE, SCIENCE, AND 
TRANSPORTATION 

Mr. DOMENIC!. Mr. President, I ask 
unanimous consent that the Com
mittee on Commerce, Science, and 
Transportation be authorized to meet 

on Tuesday, June 24, 1997, at 10:30 a.m. 
on the nomination of Jarie Garvey to 
be Federal A via ti on Administration 
Administrator. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON GOVERNMENT AFFAIRS 
Mr. DOMENIC!. Mr. President, I ask 

Unanimous Consent on behalf of the 
Governmental Affairs Committee to 
meet on Tuesday, June 24, at 10 a.m. to 
hold a joint hearing with the Senate 
Appropriations Committee on the sub
ject of Government Performance and 
Results Act. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON THE JUDICIARY 
Mr. DOMENIC!. Mr. President, I ask 

unanimous consent that the Com
mittee on the Judiciary be authorized 
to meet during the session of the Sen
ate on Tuesday, June 24, 1997, at 10 a.m. 
to hold a hearing on: "Punitive Dam
ages in Financial Injury Cases-The 
Raid Report.'' 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

COMMITTEE ON THE JUDICIARY 
Mr. DOMENIC!. Mr. President, I ask 

unanimous consent that the Com
mittee on the Judiciary be authorized 
to hold an executive business meeting 
during the session of the Senate on 
Tuesday, June 24, 1997, following the 
first vote, at a location yet to be deter
mined. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

SUBCOMMITTEE ON SECURITIES 
Mr. DOMENIC!. Mr. President, I ask 

unanimous consent that the Sub
committee on Securities of the Com
mittee on Banking, Housing, and 
Urban Affairs be authorized to meet 
during the session of the Senate on 
Wednesday, June 25, 1997, to conduct an 
oversight hearing on social security in
vestment in the securities markets. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

ADDITIONAL STATEMENTS 

CONCERNS WITH THE SELECTION 
OF THE RAINBOW POOL SITE 

•Mr. KERREY. Mr. President, I sub
mit for the RECORD a letter from Rich
ard Longstreth, first vice president for 
the Society of Architectural Historians 
and professor of American civilization 
at George Washington University to 
the chairman of the Commission on 
Fine Arts, J. Carter Brown, regarding 
the site selection for the proposed me
morial to World War II. 

Professor Longstreth, editor of "The 
Mall in Washington, 1791-1991," is deep
ly concerned, as am I, by the selection 
of the Rainbow Pool site as the loca
tion for a proposed memorial to World 
War II. 

I deeply support honoring those who 
served our Nation during the most piv
otal event of the 20th century, as does 
the professor. I would even argue, Mr. 
President, that a memorial is not 
enough. That a museum is necessary to 
tell the complete story to future gen
erations of our victory over the Axis 
Powers and our defeat of Nazi Ger
many. This a story that must be told 
and retold. 

But I am deeply opposed to the selec
tion of this expansive, reflective space 
at the key axis of the National Mall, 
lying between the Lincoln Memorial 
and Washington Monument as the site 
of a memorial. 

The idea of constructing a 50-foot
high, 7.4-acre memorial on this site
smack in the middle of the National 
Mall-is quite troubling. Any structure 
of such size and magnitude would for
ever alter the openness and grandeur 
that is America's front lawn. 

Professor Longstreth states in his 
letter: "The whole meaning of one of 
the greatest civic spaces that exists 
anywhere in the world today will be ir
reparably cheapened by any proposed 
scheme for a major memorial on this 
site." 

I could not agree more. 
Just as disconcerting is the idea that 

a World War II memorial constructed 
on this site will have to be closed on 
the Fourth of July weekend, as ruled 
by the National Parks Service, for safe
ty reasons related to the fireworks dis
play. 

This does not make sense. 
As the Commission on Fine Arts, Na

tional Capital Planning Commission, 
and the Secretary of the Interior con
tinue their deliberative process con
cerning this proposed memorial, you 
will hear more from me in the coming 
months, Mr. President. Especially, as 
my office continues to monitor the 
process of the environmental and urban 
impact studies yet to be conducted on 
this site. 

That is right, Mr. President this site 
was selected without any studies con
ducted on the impact on The Mall or 
the city: Currently, the Council on En
vironmental Quality is reviewing my 
request for information on the urban 
and environmental impact on this site. 
I will keep the Senate · informed as to 
how this process progresses. 

The letter follows: 
SOCIETY OF 

ARCHITECTURAL HISTORIANS, 
Chicago, IL, June 9, 1997. 

J. CARTER BROWN, 
Chairman, Commission of Fine Arts, Pension 

Building, Washington, DC. 
DEAR MR. BROWN: As a scholar of the built 

environment, an officer of the Society of Ar
chitectural Historians, and editor of The 
Mall in Washington, 1791- 1991, I am writing 
to express my very strong personal opposi
tion to current plans for the World War II 
memorial. My objection lies not with the de
sign. In the abstract I consider the design to 
possess the sophistication and dignity called 
for in a work of this nature. I also admire 
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the members of the design team, one of 
whom I count as an old friend. Rather it is 
the site that is inappropriate, so much so 
that I believe this ranks among the very 
worst proposals ever made for the monu
mental core. Nothing-from John Russell 
Pope to Maya Lin-would be suitable at the 
proposed location. 

The basic arguments against the site have 
been made, often eloquently, by others in re
cent months. From the practical standpoint, 
the location on a major artery-one that 
cannot, and should not be closed if the Mail 
is to remain a part of this city-will prove a 
logistical nightmare that could never be 
solved adequately, no matter how many 
egregious encroachments were made to what 
is now grass and pedestrianways. 

As a matter of design, the memorial would 
introduce a major focal point at a location 
never intended to have one and would con
stitute a serious deviation from the McMil
lan Plan-indeed, a grotesque deviation, the 
likes of which we have heretofore never seen 
come to fruition. The extent of space be
tween the Washington Monument and the 
Lincoln Memorial, as well as the distinctness 
of its two parts, separated by Sev~nteenth 
Street, represents more than an apt rep
resentation of the vastness and complexity 
of American space; it is an essential open 
ground for those two symbols of America's 
greatest leaders and of American greatness. 
Any substantial intervention, especially one 
on the scale of the proposed memorial, would 
hideously violate that order, detracting from 
both the established landmarks and also 
from itself. The Mall is not a commercial 
pleasure ground-despite some attempts to 
make it one. The whole meaning of one of 
the greatest civic spaces that exists any
where in the world today will be irreparably 
cheapened by any proposed scheme for a 
major memorial on this site. 

Perhaps most significantly of all is the ter
rible symbolic message conveyed by siting a 
memorial to any war on the Mall's primary 
axis. It may be argued, of course, that World 
War II had transcendent importance for the 
nation and its position internationally, but 
no war should be accorded so pivotal a place 
in the national capital. Is this not more a 
siting characteristic to dictatorships-Napo
leon's Paris; Hitler's Berlin? Any number of 
messages can be read into this locational 
strategy, the great majority of them dis
tasteful for a democracy. 

I would like to end on a personal note, for 
while I was born after World War II, it was 
very much a part of my youth. My father 
served with distinction as executive officer, 
then as commanding officer, of two Naval re
pair bases in the South Pacific. Early on I 
learned from him and from others how im
portant that conflict was and how pro
foundly it had reshaped the world. It sickens 
me to think of an event of this order of mag
nitude degraded by what appears to be a 
press for expeditious resolution. The site of 
the memorial should not spark the kind of 
amazement and anger it is doing from rea
sonable, well-informed, and intelligent peo
ple all over the country. The legacy deserves 
better. Cannot the imagination and resource
fulness be found to place this memorial in a 
really magnificent site, fully appropriate to 
its place in American history? 

Sincerely, 
RICHARD LONGSTRETH, 

Professor of American Civilization, George 
Washington University, First Vice Presi
dent.• 

50TH WEDDING ANNIVERSARY OF 
JOHN AND CARMELLA GANDOLFO 

• Mr. D'AMATO. Mr. President, I rise 
today to congratulate John Giovanni 
and Carmella Seminerio Gandolfo of 
Lynbrook, NY. After 50 years of love, 
hard work and spirit , the two are about 
to renew their marriage vows and cele
brate their 50th wedding anniversary. 
As I remark on this union, created in 
Aragona, Sicily, half a century ago , I 
must comment that their uncondi
tional love for each other is equal to 
the one they share for their commu
nity. 

John and Carmella reside in 
Lynbrook where John is now retired 
from the construction industry and 
Carmella is a dedicated homemaker. 
Mr. and Mrs. Gandolfo have been 
blessed with three children, and five 
grandchildren. Family and friends see 
the couple as a tower of strength, sup
port, understanding, and limitless love. 
They have passed these same at
tributes on to their loved ones, cre
ating a model family that is admired 
by their community. Their marriage 
serves as a milestone to be duplicated 
by others. 

This record does not do justice to 
commemorate the longevity of such an 
event of triumph, tenacity, and joy. 
John and Carmella's marriage em
bodies what all citizens should try to 
achieve, and captures the true meaning 
of love and citizenship. Once again, I 
would like to congratulate John and 
Carmella on their joyous day. I hope 
these renewed vows will add another 50 
years of fortune to their lives.• 

BETTY SHABAZZ 
• Mr. MOYNIHAN. Mr. President, trag
edy has beset the family of Malcolm X 
and Betty Shabazz with such abun
dance that I doubt few of us can com
prehend their grief. 

Yesterday, Betty Shabazz the proud 
educator and activist wife of the late 
Malcolm X, died of complications that 
ensued after she suffered burns over 80 
percent of her body in a fire at her 
Yonkers apartment on the first day of 
this month. Dr. Shabazz had battled 
her way through five extensive oper
ations since the fire, but the injuries 
proved too extensive for her to over
come this final tribulation. Having wit
nessed the assassination of her hus
band, def ended one of her children 
against charges of an alleged murder 
plot, and sought to ease the troubles of 
her grandchildren, Dr. Shabazz rose 
above it all to defy critics and sym
bolize an ability to overcome all means 
of adversity. 

In trying to reconcile this tragedy, I 
recall the words of Oscar Wilde who 
wrote: '' It often happens that the real 
tragedies of life occur in such an inar
tistic manner that they hurt us by 
their crude violence, their absolute in
coherence, their absurd want of mean-

ing, their entire lack of style. " My 
deepest sympathy goes out to this fam
ily that has too often been forced to 
grapple with the " absolute incoherence 
of tragedy."• 

TRIBUTE TO ANI DANIELIAN, 
PHILLIPS EXETER ACADEMY 
STUDENT AND RECIPIENT OF 
THE 1997 JAPAN-UNITED ST ATES 
SENATE YOUTH EXCHANGE 
SCHOLARSHIP 

• Mr. SMITH of New Hampshire. Mr. 
President, I rise today to congratulate 
Ani Danielian, a student at Phillips 
Exeter Academy, on being the recipient 
of the 1997 Japan-United States Senate 
Youth Exchange scholarship. This is 
certainly an accomplishment of which 
she should be very proud and I salute 
her for her achievement. 

Ani was chosen to represent the 
Granite State during a summer ex
change program in Japan. She will 
spend 6 weeks living with a host family 
and meeting with Government offi
cials. Before traveling to Japan, Ani 
will attend an orientation program in 
San Francisco, CA. 

The scholarship is administered by 
Youth For Understanding [YFUJ Inter
national Exchange. One high school 
junior from each State received a 
scholarship this year from YFU. Com
petition for this scholarship was in
tense, as evidenced by the almost 700 
applicants for the 50 available scholar
ships. Ani was selected through a rig
orous screening process which involved 
numerous volunteers of YFU. 

Ani is involved in several organiza
tions at Phillips Exeter Academy, in
cluding the Concert Choir and the Jap
anese-American Society. Following 
graduation, the 16-year-old plans on at
tending a liberal arts college and pos
sibly majoring in International Rela
tions or East Asian Studies. 

I congratulate Ani Danielian on her 
outstanding accomplishments. I com
mend her hard work and perseverance 
and wish her luck in her exploration of 
the Japanese culture.• 

TRIBUTE TO THE OUTSTANDING 
DISASTER ASSISTANCE PRO
VIDED BY CAVALIER AIR STA
TION 

• Mr. CONRAD. Mr. President, I rise 
today to pay tribute to the exhaustive 
and exemplary disaster assistance ef
forts of those at Cavalier Air Station, 
near Cavalier, ND. 

As my colleagues are aware, my 
State has suffered the worst winter and 
spring of its history. A record eig·ht 
blizzards dropped over 100 inches of 
snow on North Dakota, and brought 
with them sub-zero temperatures well 
into the month of April. The worst and 
final blizzard-Hannah-coated the 
State in ice, knocked out power for 
much of the State, and made the 



June 24, 1997 CONGRESSIONAL RECORD-SENATE 12237 
snowmelt that followed much worse. 
The flood that followed was a 500-year 
flood , driving thousands from their 
homes and farms all along the Red 
River. Livestock losses were in the 
hundreds of thousands, economic losses 
in the billions, and the disruption to 
the lives of those affected were incalcu
lable. 

In the face of this, everyone in North 
Dakota pulled together, including the 
able men and women of our Armed 
Forces stationed in my State. The out
standing snow removal efforts of the 
National Guard and Air Force per
sonnel from the Minot and Grand 
Forks bases were well documented, and 
brought the Secretary of the Air Force, 
Dr. Sheila E. Widnall, to North Dakota 
in February to say a personal " thank 
you." The accommodation of thou
sands of flood refugees at Grand Forks 
AFB-which helped preserve a sense of 
hope and community for Grand Forks
also made for unforgettable images on 
CNN and front pages of newspapers 
across the Nation. This exemplary as
sistance will be long remembered, but 
it is also important that the excep
tional contributions of the men and 
women of another Air Force installa
tion in North Dakota are not forgotten. 

Mr. President, that facility is Cava
lier Air Station. For those of my col
leagues who are not familiar with Cav
alier, this phased array radar base was 
constructed during the 1970's as part of 
the Safeguard ABM system. The motto 
of Cavalier's unit-the 10th Space 
Warning Squadron-is " instant to 
watchful instant. " For 20 years this 
has meant providing early warning of 
nuclear attack for the Pentagon and 
tracking millions of bi ts of deadly 
space junk in Earth orbit for NASA, 
but this year this motto had new 
meaning. 

As the commander of the installa
tion, Lt. Col. Donald T. Kidd, described 
to me, this spring this unit of 33 peo
ple-28 active duty Air Force and 5 ci
vilians employed by the Department of 
Defense-contributed over 900 hours of 
around-the-clock labor to monitoring 
and fighting the rising flood waters in 
the northern Red River Valley. They 
filled and stockpiled sandbags, de
ployed them around threatened homes, 
evacuated threatened city offices in 
Pembina, and watched the !eves for 
leaks. They carried sandbags hundreds 
of yards in Drayton when there were 
not enough hands to simply pass them 
down a line, and built a dike around 
the entire town of Neche. At the sta
tion itself, they provided safe refuge 
for families forced to flee their homes 
and farms , giving shelter to over 100 
people during the worst of the flooding. 
Many of the 70 civilian employees who 
work at the station under contract 
with the ITT Corp. also were there 
when their communities needed them, 
making important contributions to dis
aster relief. 

And all the while, Mr. President, the 
men and women of Cavalier Air Station 
continued their critical mission, on top 
of preparing for the year's most impor
tant inspection. I am pleased to inform 
my colleagues that the 10th Space 
Warning Squadron passed this inspec
tion with flying colors, taking home 
some of the highest marks. in the U.S. 
Space Command. 

Colonel Kidd wanted the efforts of ev
eryone in the 10th Space Warning 
Squadron recognized, writing in a let
ter to me that " I can't begin to tell 
how proud I am of each and every one 
of them. " On behalf of the U.S. Senate 
and all in North Dakota who benefited 
from their tireless labor, allow me to 
extend my most sincere thanks to ev
eryone at Cavalier Air Station. 

I and countless North Dakotans are 
thankful for your efforts, and glad that 
you were there. Every one of you went 
beyond the call of duty, proving yet 
again that Cavalier Air Station is part 
of " Team North Dakota. " Again, sin
cere thanks. You have made a State 
grateful , and your Nation proud.• 

BUDGET SCOREKEEPING REPORT 

• Mr DOMENIC!. Mr. President, I here
by submit to the Senate the budget 
scorekeeping report prepared by the 
Congressional Budget Office under sec
tion 308(b) and in aid of section 311 of 
the Congressional Budget Act of 1974, 
as amended. This report meets the re
quirements for Senate scorekeeping of 
section 5 of Senate Concurrent Resolu
tion 32, the first concurrent resolution 
on the budget for 1986. 

This report shows the effects of con
gressional action on the budget 
through June 20, 1997. The estimates of 
budget authority, outlays, and reve
nues , which are consistent with the 
technical and economic assumptions of 
the 1997 concurrent resolution on the 
budget (H. Con. Res. 178), show that 
current level spending is above the 
budget resolution by $9.5 billion in 
budget authority and by $12.9 billion in 
outlays. Current level is $20.5 billion 
above the revenue floor in 1997 and 
$101.9 billion above the revenue floor 
over the 5 years 1997- 2001. The current 
estimat e of the deficit for purposes of 
calculating the maximum deficit 
amount is $219.9 billion, $7.4 billion 
below the maximum deficit amount for 
1997 of $227.3 billion. 

Since my last report , dated May 20, 
1997, the CongTess has cleared, and the 
President has signed, the 1997 Emer
gency Supplemental Appropriations 
Act (P.L. 105-18). This action changed 
the current level of budget authority 
and outlays. 

The report follows: 

U.S. CONGRESS, 
CONGRESSIONAL BUDGET OFFICE, 

Washington , DC, June 23, 1997. 
Hon. PETE v. DOMENIC!, 
Chairman, Committee on the Budget , 
U.S. Senate, Washington , DC. 

DEAR MR. CHAIRMAN: The attached report 
for fiscal year 1997 shows the effects of Con
gressional action on the 1997 budget and is 
current through June 20, 1997. The estimates 
of budget authority, outlays, and revenues 
are consistent with the technical and eco
nomic assumptions of the 1997 Concurrent 
resolution on the Budget (H. Con. Res. 178). 
The report is submitted under Section 308(b) 
and in aid of Section 311 of the Congressional 
Budget Act, as amended. 

Since my last report, dated May 20, 1997, 
the Congress has cleared, and the President 
has signed, the 1997 Emergency Supple
mental Appropriations Act (P.L. 105-18). This 
ac tion changed the current level of budget 
authority and outlays. 

Sincerely, 
JAMES L. BLUM 

(For June E. O'Neill, Director). 

THE CURRENT LEVEL REPORT FOR THE U.S. SENATE, FIS
CAL YEAR 1997, 105TH CONGRESS, lST SESSION AS 
OF CLOSE OF BUSINESS JUNE 20, 1997 

[In billions of dollars] 

ON-BUDGET 
Budget Authority .. ...... . 
Outlays ............... ......... . 
Revenues: 

1997 .. .... .... ....... ... ... ....... .... ... . 
1997- 2001 ···· ······· ················ 

Deficit ................................ . 
Debt Subject to Limit ........................ . 

OFF-BUDGET 
Socia I Security Outlays: 

1997 ········· ·········· ····· ··· ···· ··· 
1997- 2001 ... ... .. ...... . 

Social Security Revenues: 
1997 ····· ········· ···· ···· ···· ······ 
1997- 2001 ·· ··· ······· ........ ..... ... ....... . 

Budget 
resolution Current 

H. Con. level 
Res. 178 

1,3 14.9 
1,311.3 

1,083.7 
5,913.3 

227.3 
5,432.7 

310.4 
2,061.3 

385.0 
2,121.0 

1,324.4 
1,324.2 

1,104.3 
6,015.2 

219.9 
5,243.9 

310.4 
2,061.3 

384.7 
2,120.3 

Current 
level over/ 
under res

olution 

9.5 
12.9 

20.5 
101.9 
- 7.4 

- 188.8 

- 0.3 
- 0.7 

Note: Current level numbers are the estimated revenue and direct spend
ing effects of all legislation that Congress has enacted or sent to the Presi
dent for his approval. In addition, full-year funding estimates under current 
law are included for entitlement and mandatory programs requiring annual. 
appropriations even if the appropriations have not been made. The current 
level of debt subject to limit reflects the latest U.S. Treasury information on 
public debt transactions. · 

THE ON-BUDGET CURRENT LEVEL REPORT FOR THE U.S. 
SENATE, 105TH CONGRESS, lST SESSION, SENATE 
SUPPORTING DETAIL FOR FISCAL YEAR 1997 AS OF 
CLOSE OF BUSINESS JUNE 20, 1997 

[In millions of dollars) 

ENACTED IN PREVIOUS SESSIONS 
Revenues ........... .............................. . 
Permanents and other spending 

legislation ........................ .. ... ...... . 
Appropriation legislation ........ ... ...... . 
Offsetting receipts ... 

Total previously enacted ..... ... . 

ENACTED THIS SESSION 
Airport and Airway Trust Fund Rein

statement Act of 1997 (P.L. 
105- 2) ··· ······································ 

1997 Emergency Supplemental Ap-
propriations Act (P.L. 105-18) .... 

Total , enacted this session .. ... 

ENTITLEMENTS AND MANDATORIES 
Budget resolution baseline esti

mates of appropriated entitle
ments and other mandatory pro-

Budget au
thority 

843,324 
753 ,927 

- 271 ,843 

1,325,408 

- 6,497 

- 6,497 

Outlays 

801 ,465 
788,263 

- 271 ,843 

1,317 ,885 

281 

281 

grams not yet enacted ........... .. ... 5,491 6,015 
TOTALS 

Revenues 

1,101,532 

1,101,532 

2,730 

2,730 

Total Current Level 1,324,402 1,324,181 1,104,262 
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THE ON-BUDGET CURRENT LEVEL REPORT FOR THE U.S. 

SENATE, 105TH CONGRESS, !ST SESSION, SENATE 
SUPPORTING DETAIL FOR FISCAL YEAR 1997 AS OF 
CLOSE OF BUSINESS JUNE 20, 1997- Continued 

[In millions of dollars] 

Budget au
thority Outlays Revenues 

Tota I Budget Resolution .. 
Amount remaining: 

1,314,935 1,311 ,321 1,083,728 

Under Budget Resolution 
Over Budget Resolution . 

ADDENDUM 
Emergencies: 

Funding that has been des
ignated as an emergency re
quirement by the President 

9,467 12,860 20,534 

and the Congress .. .. 9,198 1,913 
Funding that has been des

ignated as an emergency re
quirement only by the Con
gress and is not available for 
obligation until requested by 
~~~~ .. - ill ~ 

Total emergencies ...... 9,543 2,217 

Total current level including 
emergencies ................... 1,333,945 1,326,398 1,104,262 

NATIONAL LITERACY DAY 
• Mr. LAUTENBERG. Mr. President, 
late last night, the Senate passed a res
olution by a unanimous-consent agree
ment establishing July 2d of this year 
and the next as National Literacy Day. 
As the proud author of this measure, I 
want to acknowledge its passage and 
thank the 53 Senators who joined me in 
cosponsoring this legislation. 

Mr. President, the ability to read is 
something most of us often take for 
granted. For most of us, it is difficult 
to imagine not being able to read a 
menu, street sign, magazine, or phone 
book. But for many of our citizens, 
these seemingly simple activities are 
impossible. This is so because they are 
illiterate. I am pleased that this reso
lution will be able to draw attention to 
the pressing issue of illiteracy. I thank 
my colleagues who have joined me in 
cosponsoring this important measure. 

All of us should be more aware of the 
problem of illiteracy. A recent study 
found that over 44 million adults can
not read. An additional 35 million read 
below the level needed to function suc
cessfully in society. These numbers 
alone are alarming and warrant our 
special attention. But even more dis
turbing are the personal hardships peo
ple must face each day due to their in
ability to read. The embarrassment 
parents face when they cannot read to 
their children. The discouragement 
able workers feel when they cannot fill 
out a basic job application. The dis
appointment we all endure as the ranks 
of the illiterate grow annually by over 
2 million adults. 

Mr. President, the 18th century writ
er, Joseph Addison, once wrote " Read
ing is to the mind what exer.cise is to 
the body. " I couldn't agree more. Read
ing enriches our lives in countless 
ways. But there are far too many of our 
citizens who cannot read the instruc
tions on a doctor's prescription bottle, 

let alone share the experience of read
ing one of Addison's great poems. This 
needs to change. 

Mr. President , I want to take this op
portunity to thank the many citizens 
across the country who dedicate their 
lives to beating back the forces of illit
eracy. I want to express my gratitude 
to the teachers, volunteers, parents, 
and others who donate their time and 
talent to help those who cannot read. 
In my own State of New Jersey, I want 
to give special recognition to Caryl 
Mackin-Wagner, executive director of 
Focus on Literacy, Inc. , for her leader
ship on this issue. My thanks to all in
volved. 

Mr. President, we must focus our at
tention on the problem of illiteracy. 
All of us should make sure we do our 
part to ensure that citizens who need 
help know where services are available. 
We need to recognize the detrimental 
effects illiteracy has on our society. 
Most important, more of us need to en
list in the battle to close the book on 
illiteracy. 

Mr. President, for these reasons, I am 
very pleased that we passed this resolu
tion establishing July 2, 1997, and July 
2, 1998, as National Literacy Day.• 

DIPLOMATS OF THE STATE DE-
PARTMENT SOUTH ASIA BUREAU 

• Mrs. FEINSTEIN. Mr. President, 
during the 104th Congress, I was privi
leged to serve as ranking minority 
member of the Foreign Relations Sub
committee on Near Eastern and South 
Asian Affairs. In that time, while vis
iting and monitoring· events in the 
South Asia region- which includes 
India, Pakistan, Afghanistan, Nepal, 
Sri Lanka, and Bangladesh- I had the 
honor of working with a talented and 
dedicated group of diplomats. I wish to 
pay tribute to some of them today. 

The South Asia Bureau is the small
est and youngest of the State Depart
ment's regional bureaus, having been 
created by congressional mandate in 
1992. Despite its size, it has ably rep
resented American interests in this 
critical part of the world. This sum
mer, it will undergo its first major 
transition, as nearly all the ranking 
diplomats in the bureau will rotate on 
to other assignments. Before they do, I 
wanted to take an opportunity to com
mend them for their service. 

At the top, of course , is Assistant 
Secretary of State for South Asian Af
fairs Robin L. Raphel, the first person 
to ever hold the position. During the 
past 4 years, Assistant Secretary 
Raphel has deftly managed the com
plex web of issues that encompass 
South Asia- from Indo-Pakistani ten
sions to nonproliferation, from human 
rights to the environment, and from 
counterterrorism and narcotics to the 
deadly conflict in Afghanistan. She has 
also been a trusted and valuable 
interlocuter with Congress, making the 

administration's case fairly and 
straightforwardly to those on all sides 
of every issue under her purview. 

Assistant Secretary Raphel has been 
assisted in her efforts by an out
standing team of ambassadors in the 
field: Ambassador Frank Wisner in New 
Delhi , Ambassador Tom Simons in 
Islamabad, Ambassador Peter Burleigh 
in Sri Lanka, Ambassador David Mer
rill in Dhaka, and Ambassador 
Vogelgesang in Kathmandu. Due to a 
quirk of timing, with the exception of 
Tom Simons, all of these ambassadors 
either have or are expected to vacate 
their posts this summer. 

I want to commend each of these fine 
diplomats: Frank Wisner, one of the 
most senior and well-regarded mem
bers of the entire Foreign Service, and 
David Merrill, both of whom have an
nounced their retirements from Fed
eral service: Peter Burleigh, a native of 
my home State of California and a 
first-rate linguist, who will next be fur
thering United States interests as Dep
uty Permanent Representative at the 
United Nations; and Sandy 
Vogelgesang, for whom I have a spe
cial , personal regard. 

Last November, when I traveled to 
Nepal to view United States assistance 
projects, I was highly impressed by 
Ambassador Vogelgesang's knowledge 
of Nepal and her depth of caring for its 
people, the high degree of respect she 
enjoyed throughout the country, and 
the way these traits enabled her to be 
an effective advocate and promoter of 
United States interests. She is, in 
short, one of the finest Ambassadors I 
have ever had the privilege of working 
with. I hope and expect that our Nation 
will enjoy the benefit of her service in 
future posts in the years to come. 

Mr. President, during my tenure on 
the Foreign Relations Committee, I 
have developed a high regard for the 
work of our talented and dedicated 
Foreign Service personnel. Almost 
without exception, I have found the 
people representing our Nation in em
bassies overseas to be infused with seri
ousness, patriotism, and profes
sionalism. Sadly, they are too often 
underappreciated, and occasionally 
even criticized. As Senators, who are 
called upon to approve the highly com
petitive selection and promotion proc
esses, and to confirm appointments to 
the Foreign Service's most senior lev
els, it behooves us to take the time to 
recognize some of our most accom
plished diplomats. 

On behalf of my colleagues, I express 
appreciation and admiration for a job 
well done to Assistant Secretary 
Raphel and Ambassadors Wisner, Si
mons, Burleigh, Merrill, and 
Vogelgesang. Our country owes them 
thanks for their able service, and we 
are grateful for their significant con
tributions to improving and expanding 
our relationships with the countries of 
South Asia.• 
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IMMUNIZATION OF DONATIONS 

MADE IN THE FORM OF CHARI
TABLE GIFT ANNUITIES 
Mr. ROTH. Mr. President, I ask unan

imous consent that the Senate proceed 
to the immediate consideration of R.R. 
1902 which was received from the 
House. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows. 

A bill (H.R. 1902) to immunize donations 
made in the form of charitable gift annuities 
and charitable remainder trusts from the 
antitrust laws and State laws similar to the 
antitrust laws. 

The PRESIDING OFFICER. Is there 
objection to the immediate consider
ation of the bill? 

There being no objection, the Senate 
proceeded to consider the bill. 

Mr. ROTH. Mr. President, I ask unan
imous consent that the bill be consid
ered read the third time . and passed, 
the motion to reconsider be laid upon 
the table, and that any statements re
lating to the bill be placed at the ap
propriate place in the RECORD. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The bill (R.R. 1902) was passed. 

ORDERS FOR WEDNESDAY, JUNE 
25, 1997 

Mr. ROTH. Mr. President, I ask unan
imous consent that when the Senate 

completes its business today, it stand 
in adjournment until the hour of 9:20 
a.m. on Wednesday, June 25. I further 
ask unanimous consent that on 
Wednesday, immediately following the 
prayer, the routine · requests through 
the morning hour be granted, and Sen
ator STEVENS be recognized for up to 10 
minutes as if in morning business; that 
following Senator STEVENS' remarks, 
the Senate then immediately resume 
consideration of the budget reconcili
ation bill and begin voting on or in re
lation to the pending amendments in 
the order in which they were offered in 
alterna ting sequence between each side 
of the a isle. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

PROGRAM 
Mr. ROTH. For the information of all 

Senators, tomorrow morning Senator 
STEVENS will be recognized for up to 10 
minutes. Following the remarks by 
Senator STEVENS, the Senate will re
sume consideration of the reconcili
ation bill. At 9:30 a.m. the Senate will 
proceed to a series of back-to-back 
rollcall votes on or in relation to a 
number of amendments which have 
been offered this evening, beginning 
with Senator GRAMM's amendment No . 
444 and ending with final passage of S . 
947 as previously ordered. 

Also , by consent there will be 2 min
utes of debate equally divided on each 
amendment prior to each vote. There
fore , Members can expect a lengthy se
ries of back-to-back rollcall votes as 
the Senate disposes of all the amend
ments in order to the budget reconcili
ation bill. 

Following final passage of S. 947, the 
Senate is expected to proceed to the 
consideration of S. 949, the Tax Fair
ness Act. All Senators wishing to offer 
amendments to S. 949 should be pre
pared to offer them during Wednesday's 
session of the Senate. Furthermore, 
Members can be expected to vote on 
amendments offered to the Tax Fair
ness Act beginning Wednesday after
noon. As previously announced, the 
next couple of evenings will be late 
ones as the Senate works to complete 
action on the Budget Act prior to the 
July 4 recess. 

ADJOURNMENT UNTIL 9:20 A.M. 
TOMORROW 

Mr. ROTH. Mr. President, if there be 
no further business to come before the 
Senate, I now ask unanimous consent 
that the Senate stand in adjournment 
under the previous order. 

There being no objection, the Senate, 
at 10:54 p.m., adjourned until Wednes
day, June 25, 1997, at 9:20 a.m. 
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